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7 Ownership 


FOOL-PROOF! 







Fraud, forgery and missing heirs 















are familiar title faults that cause trouble for 





real estate owners and mortgagees. But many more, 
potentially as serious, literally lie in wait for the uninsured. 
A Commonwealth Land Title Policy covers all, great and small. 
It begins with friendly, courteous service, 
promptly providing the facts, and rendering all the 
assistance required to make ownership foolproof! 
And every Commonwealth Land Title Policy is strongly supported by 
assets in excess of $9,500,000. 





er 
COMMONWEALTH /LAND 


TITLE INSURANCE SINCE 1876 
Main Office: 1510 Wainut St., Philadelphia 2, Pa. .. . Telephone: WA 3-0400 


TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS, OHIO, WEST VIRGINIA, 
CONNECTICUT, FLORIDA, NEBRASKA 























Now... the "10.000 Market 


is in the palm of your hand! 


Sell the full-value, full-profit Custom Vanguard for $10,000 complete with lot! 
NO OTHER LOW COST HOME GIVES YOU ALL 
THESE CUSTOM VANGUARD SELLING FEATURES: 


Choice of 8 Contemporary Ranch and Colonial 
designs. 





Natural finish flush birch doors throughout. 
2 x 4 construction throughout. 


Factory-applied double-coursed cedar shakes 
or horizontal siding. 


\. Choice of aluminum or wood windows. ue, Visit, call or write P, R. Thompson, Vice Pres- 
» sident—Sales, Inland Homes Corporation, 


Makes term selling easy! ==" Piqua, Ohio (Phone: Prospect 3-7550). 


NMraheresd, Homes 


Plants in Piqua, Ohio and Hanover, Pa. 
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@ How T1/ sells home ownership 
fo your customers... 


protects them, too/ 
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Title Insurance and 
Trust Company 


433 5S. Spring Street. Los Angeles 54 MAdison 6 2411 


Branches 200 subsidiary 


Through local newspaper ads, Title Insurance 
is selling the benefits of owning property ... 


important benefits like Privacy and Entertain. 


ing and Flowers and Relaxation. 


When your customers buy in California, be 
sure to give their property, and all the many 


benefits that go with it, the safe, sure protec. 


tion of a Title Insurance policy. 


You can be sure 


when TI insures 








T.L.'s fast, low-cost, dependable title service is 
made possible by America’s largest staff of 
title specialists, complete land records in 15 
California counties, and 65 years of title 
service experience. 


Remember — the best safeguard for buyers 
and sellers is a Title Insurance and Trust 
Company policy. 


America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 SOUTH SPRING STREET, LOS ANGELES 54 - MAdison 6-2411 


Branches and subsidiary companies in fifteen California counties) 
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MBA 1959 Calendar 


"Wlortgage Banker 


please route to: 








January 20-22, Senior Executives 
Conference, New York University, 
New York 


January 25-27, Southwestern Senior 
Executives Conference, Southern 
Methodist University, Dallas 


February 25-26, Midwestern Mort- 
vage Conference, Conrad Hilton Ho- 


tel, Chicago 


February 27, Board of Governors 
Meeting, Conrad Hilton Hotel, Chi- 


cago 


March 18-19, Mortgage Servicing 
Clinic, Penn-Sheraton Hotel, Pitts- 


burgh 


March 23-24, Southern Mortgage 
Conference and Clinic, Peabody Ho-. 
tel, Memphis 


May 4-5, Eastern Mortgage Con- 
ference, Hotel Commodore, New York 


May 21-22, Mortgage Servicing 
Clinic, The Biltmore Hotel, Los 


Angeles 


May 25-26, Western Mortgage Con- 
ference, Multnomah Hotel, Portland, 


Oregon 


June-July, School of Mortgage 
Banking, Northwestern University, 


Chicago 


July—August, School of Mortgage 
Banking, Stanford University, Stan- 
ford, California 


September 21-24, 46th Annual Con- 


vention, Hotel Commodore, New York 
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Painted 4" -high units. Another of concrete masonry’s many new forms 


Coarse-textured units in stacked bond for design interest Raked horizontal joints add dramatic shadow lines to fireplace 


Now there’s top investment value in 
homes built with... 


Concrete masonry has gone modern! To its 
known value and practicality has been added 
modern beauty. New shapes, textures and colors, 
new patterns ol laying. It’s concrete masonry 
for today’s living—new-type living concrete. 

It gives homes a warmth and charm that make _ conforms beautifully to the needs of any locality. 
for fast sales—and re-sale. The fast-growing ac- You'll be hearing more and more about new- 
ceptance of living concrete can be seen in com- type living concrete. Write for free booklet, **Con- 
munities from California to New York, in out- crete Masonry Homes for Better Living,” distributed 
standing homes of every architectural style. It only in the United States and Canada. 


PORTLAND CEMENT ASSOCIATION ep. 9-95, 33 West Grand Ave., Chicago 10, Illinois 


{ national organization to improve and extend the uses of concrete 
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T-I-C OFFERS “HOMETOWN” 
SERVICE IN 13 STATES 


YOUR LOCAL T-I-C MAN IS 
FAMILIAR WITH YOUR LOCAL NEEDS 


He will give you rapid, dependable title insurance 
service——backed by T-I-C’'s financial responsibility. 


T-I-C is now associated with CHICAGO TITLE AND 
TRUST CO. as a subsidiary corporation. 


TITLE INSURANCE CORPORATION 
OF ST. LOUIS 


810 Chestnut, St. Lovis, Mo. * MA 1-0813 
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MORTGAGE CORPORATION 


2900 Hudson Boulevard 
Jersey City, N. J. 


TO THOSE READERS WHO DO NOT ALREADY RECEIVE THE LIVE WIRE MORTGAGE BULLETIN, PLEASE WRITE TO THE ABOVE ADDRESS IN 
CARE OF THE BULLETIN EDITOR. 








ROMPTNESS 





Today’s swift-moving real estate transactions 

call for title insurance that is handled with dispatch. 
Many mortgage lenders save valuable time 

through special, made-to-order procedures especially 


developed for them by Louisville Title. 





| LOUISVILLE TITLE 


HOME OFFICE * 223 S. FIFTH STREET + LOUISVILLE, KENTUCKY 
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“Protection 


Just as radar and modern scientific instruments safe- 


















guard the airplane pilot and his plane —so does title 
insurance (provided by a thoroughly experienced or- 


ganization) provide essential protection for investor 
*There is no better 


protection for a or home owner. 
mortgage than 
title insurance by 

a American Title 


Licensed to write title insurance in 


Alabama «+ Arkansas + Colorado + Connecticut + Delaware + District of Columbia + Florida + Georgia 
Indiana + Kansas + Kentucky + Louisiana + Michigan + Minnesota + Mississippi + Missouri + Montana 
Nevada + New Mexico + North Carolina + North Dakota » Oklahoma + Ohio + South Carolina + South 


Dakota + Tennessee + Texas + Utah + Wisconsin « West Virginia - Wyoming + Virgin Islands + Puerto Rico 


Efficient Sowice based on 2/ YOanh' CKpenienit 
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Mortgage Bankers Blanket Bond 
has heen broadened again 


A comparison of coverages will show you that this is 
the broadest crime insurance and errors and omissions 


protection available— 


at a very favorable cost. 


Errors and omissions coverage applying to all types of 
insurance is now available, in conjunction with the 


Mortgage Bankers Blanket Bond, on an optional basis. 


For further information write to: 


BANKERS INSURANCE SERVICE CORP. 


230 South Clark Street, Chicago, Illinois 


This advertisement does not apply to Mortgage Bankers 
located in states where insurance regulations do not permit 


solicitation of this coverage. 
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Stanley M. Stalford, cusinman or tHe soarv 
and Alfred D. Stalford, exesivent 
of 
GIBRALTAR INVESTMENT CORPORATION 


announce 


the acquisition of all stock of 


INSTITUTIONAL 


MORTGAGE COMPANY 
OURS 


The Institutional Mortgage Company is servicing 
a portfolio of mortgages, including outstanding 
commitments, totalling over $200,000,000 for 


leading national mortgage investors. 


MAIN OFFICE 
450 S. Beverly Drive, Beverly Hills, Calif. 


BELLFLOWER, CALIFORNIA - SAN FRANCISCO, CALIFORNIA » PHOENIX, ARIZONA - MIAMI, FLORIDA 
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ONE HOME... 


or a thousand 


ONE FACTORY... 


or an industrial district 





Complete Title Protection for Mortgage Lenders 


Here is the finest title protection for mortgage 
lenders — backed by more than a century of experi- 
ence... more than twice the financial strength of 
any other title company insuring titles in the 
Middle West. 


IN ILLINOIS. Chicago Title Insurance Policies are issued 
in 88 cities— throughout the state. Should a claim ever 
arise against the title as insured, Chicago Title and Trust 
Company takes over its defense, in court if necessary; 
assumes all litigation costs; promptly pays any loss. 


IN 13 STATES. Chicago Title and Trust Company’s sub- 
sidiaries issue title insurance policies in Alabama, 
Arkansas, Florida, Georgia, Illinois, Indiana, Kansas, 
Louisiana, Mississippi, Missouri, Nebraska, Oklahoma, 
West Virginia. 


THROUGHOUT THE U.S. On property in all sections of 
the country, Chicago Title and Trust Company will pro- 
vide reinsurance on the major part of the risk. Also 
available: our national referral service, through which 
we recommend a local title company known to be well 
qualified to serve you. 


If you have a question about title insurance or reinsurance 
anywhere in the nation, we invite you to write 


Chicago Title and Trust Company 


111 WEST WASHINGTON STREET, CHICAGO 2, ILLINOIS 


TITLE INSURANCE CORPORATION OF ST. LOUIS 
810 Chestnut Street, St. Louis 1, Missouri 


LAKE COUNTY TITLE COMPANY, INC. 
208 S. Main Street, Crown Point, Indiana 


Other Associated Companies, Division and Regional Offices, Agents and Representatives Throughout Illinois 
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The Role of Mortgages 


in Bank Investments 


Here an investor in mortgage loans—and one associated with a life company which has 


pioneered in many innovations in mortgage investment over the past quarter 


century 


takes a look at the business as it is now and the possible developments 


ahead. He is primarily concerned with mortgages as investments for banks; but some 





of his thinking and philosophy about our field of credit is considerably more far 


reaching. The high ratio conventional loan is something we will be confronted with in the 
future and he declares “it remains for our legal friends to spell out the details 

but they should not find this an insurmountable obstacle and, by their success, will do 
much to make high ratio financing of residences without FHA insurance or VA 


guarantee a more important part of modern mortgage financing. 


HE so-called “money market” 
consists of the aggregate amount 
extended to borrowers and 


highly specialized 
of which 


of credit 
consists of many 


sectors such as mortgages, 
there are many types; and bonds, of 
which the true. When we 


our- 


same is 
consider we confine 


selves to a particular segment of the 


mortgages, 


money market, and indeed to a very 
Che 
of mortgages in the money market is 
emphasized by the fact that on March 
31, 1958 outstanding mortgage credit 


important segment importance 


aggregated $158.6 billion. In 1957, 
$11 billion of new mortgage loans 
were made which compared with 


$15.3 billion in the peak year of 1955. 

Because mortgage credit is a seg- 
ment of the money market, the re- 
turns available to the mortgage inves- 
tor will, of course, be compared with 
the returns available to him elsewhere 
in that market. Conversely, the bor- 


rower seeking to obtain capital by 


means of a mortgage must compete 
with the myriads of other 
throughout the world seeking to ob- 
from who 


persons 


tain funds those 
them. 

Thus, from the lender’s point of 
view, when he encounters difficulty 
in investing his funds, it becomes es- 
pecially imperative that he offer at- 
tractive loan terms and patterns; and 


pe »SSESS 


again conversely, when funds become 
difficult to obtain, the borrower must 
expect to pay higher rates and obtain 
favorable terms than on other 
occasions. At the same time, lenders 
must always remember that their re- 
sponsibility is confined not solely to 
procurement of the best terms avail- 
able but includes a social responsibil- 
ity to enhance the standard of living 
of the American people. 

It is a far cry from the old-fash- 
ioned first mortgage loan formerly 
made for three or five years without 
scheduled principal reduction to the 


less 


By L. DOUGLAS MEREDITH 


many types of mortgage loans avail- 
able today — FHA, VA and con- 
ventional loans of all types with their 
common patterns of regular monthly 
payments and scheduled amortization. 
The field of mortgage lending has be- 
come so highly sub-divided that spe- 
cialization has ensued in FHA, VA 
loans and various types of conven- 
tional loans such as industrial loans, 
farm loans, apartment house loans 
and residential loans. The protection 
provided on FHA and VA loans has 
created an investment vehicle still 
thought of as a mortgage, but which 
with equal justification can be thought 
of as a hybrid form of bond, if not 
directly a bond. The guarantee of 
principal and interest on FHA deben- 
tures and the guaranty under a VA 
loan are by express terms of the law 
unconditional obligations of the 
United States Government. These 
obligations, for credit purposes, possess 
equal binding effect with the obliga- 








Executive Vice President and Chairman of the Committee on Finance, 
National Life Insurance Company, before Investment Seminar of the 
New York State Bankers Association, New York, September 19 
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onvert 
land inventory 
to profits 
with quality 
Pease Homes 


We offer land developers and builders 
with F.H.A. approved lots, a sound program for 
a quicker conversion of LAND to liquid profits. 





@ Complete F.H.A. Processing and Financing 
Service, includes securing ... (a) F.H.A. con- 
ditional commitments; (b) construction money; 
(c) mortgage loans. 


@ Model Home Financing... based on F.H.A. con- 

ditional commitments. EASE 
™ Customized Architectural Service... to produce 

quality homes best suited to your market. HOM | S 
@ Personalized Model Home Merchandising and 

Promotion . . . a complete model home package 

including advertising aid, display material and ama 


professional advertising assistance. B he MA 7 ‘ | 
For more information, write or phone Mr. William wild ‘i 
Stricker, General Sales Manager, and arrange for 
a sales representative to call. 931 FOREST AVENUE HAMILTON, OHIO 
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“To what extent can high-ratio 
mortgage loans be made without 
FHA insurance and V A guaranties? 
In other words, might it not be 
possible that lending institutions 
safely can make higher ratio loans 
without such protection’ 

“It is suggested that requisite 
steps be taken in the various legisla- 
tures of states with slow and expen- 
sive foreclosure and repossession 
procedures to provide that where 
high-ratio real estate financing is to 
be undertaken—that is, where fi- 
exceeds the conventional 
$ per cent lo a maxt- 


nancing 
limits of 66 2 
mum of YO per cent or 95 per cent 

that the financing agency be given 


tions expressed in a government bond. 
[he purchaser of loans of this type 
hardly can expect plaudits for sagacity 
as a mortgage man when practically 
the entire risk is assumed by Federal 
At the same the 
nature of FHA and VA and 
the fact that they customarily are in- 
cluded within the mortgage loan port- 
significance for 


agencies time, 


loans 


folio have special 
mortgage policy determination. 

The similarity of FHA and VA 
loans with bonds, and the rigidities in- 
troduced into some of these loans by 
certain acts of Congress and admin- 
istrative regulations have caused mort- 
gage buyers to think of mortgage loans 
on a yield basis more akin to that of 
bond buying than previously was the 
his first made itself apparent 
during the late ’40’s when FHA loans 


case 
sold at premiums, and with money 
ates substantially higher last year, 
FHA and VA mortgages in turn sold 
at heavy discounts in order to provide 
the buyers the return they sought. This 
has resulted in the practice of taking 
into account fractional yields, aver- 
age life, yield to maturity and quot- 


ing these loans on yield bases instead 









DIRECTORY OF AMERICAN 


SAVINGS & LOAN ASSOCIATIONS 


1958-59 ISSUE 










Only complete directory of Savings and Loan Associa 
tions covering all 48 states and the District of Colum 
bia. Over 6400 entries. More than 2000 end rates 
Listings alphat ally by State and City me of As 


sociation, locat ls, assets, memberships in 
Federal agenci 73 loth bound volume. $25 
post paid Sample pages om request 





T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 E. 25th St. Annex Baltimore 18, Md. 


sa ne Sc 


a method by which the property 
readily can be repossessed. This 
might be accomplished in several 
ways, but two possible methods are: 

“The utilization of a sales con- 
tract under which possession could 
be obtained by peaceful surrender 
and release of the real property by 
the seller or his transferee, or failing 
in that, by recourse to appropriate 
legal remedies designed to effect 
quick repossession. The contract, of 
course, could and should include a 
provision that when the loan had 
been paid down to 66 2/3 per cent 
of the value agreed upon by the 
lender at the time the contract was 
negotiated, a deed and mortgage on 


of talking about 4% per cent or 5 
per cent mortgages as is usually the 
case with conventional loans. 
For mortgages to sell on a yield 
basis adjusted by premiums and dis- 
conforms to the 


counts, of course, 


historic pattern of conventional fi- 
nance. On the other hand, when and 
if the time that the money 


market again dictates a premium for 


comes 









Sikes RES SEE RP, 
terms agreed upon at execution of 
the contract would be given the con- 
tractor. 

“Authorization for a special type 
of mortgage loan which would pro- 
vide that when the mortgagor and 
mortgagee agreed that a mortgage 
loan of a certain percentage, let us 
say 90 per cent, had been made, 
until such time as the loan had been 
paid down to 662/3 per cent of 
the appraisal utilized for the deter- 
mination of the 90 per cent loan, 
complete foreclosure could be 
effected through the relatively sum- 
mary procedures provided by laws 
presently in force in states like 
Texas, Tennessee and Virginia.” 


FHA and GI loans, it is entirely ap- 
propriate to inquire whether it would 
not be better for lending institutions 
to quote interest rates sufficiently low 
tu provide the desired yield with the 
elimination of premiums. This al- 
ready has been done in a few places 
and not only makes certain that the 
man who borrows receives the inter- 
est rate current at the time of his 


FIRST 


DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner's and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan’s Oldest 
Title Insurance Company. 


ABSTRACTS and TAX reports on real property in 
metropolitan Detroit. We act as ESCROW Agents 
in all matters involving real estate transactions. 





ABSTRACT & TITLE GUARANTY CO. 


735 GRISWOLD 
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DETROIT 26, MICHIGAN 























borrowing, but it does not create 

problem for Federal officials who 
might feel impelled to eliminate pre- 
miums by lower interest rates through 
.dministrative fiat. By the same 
token, it would be equally appropriate 
when money rates tighten for Con- 
gress and government officials possess- 
ing the requisite power, to raise maxi- 
mum rates to such a point that 
discounts would not become conspicu- 
ous. However, political considerations 
are such that this hardly can be ex- 
pected, despite the soundness of the 
principle. 

A very significant development in 
the field of mortgage lending has been 
the willingness of lenders to apply to 
mortgages the same principles and 
practices which have identified the 
successful extension of consumers’ 
credit to a peak of $44 billion in De- 
cember, 1957 with an outstanding 
payment record throughout its entire 
history. 

As a matter of fact, a house is es- 
sentially a consumer durable, but with 
a somewhat longer life than is custo- 
marily associated with radios, TVs 
and automobiles. With the monthly 
payment pattern now in vogue, the 
mortgage 
ing five principles essential to con- 
sumer credit: 

>» Provides for complete liquidation 
of loan over its life; 

» Provides a monthly debt payment 
which covers all of the charges inci- 
dent to the indebtedness; 

> Provides a pattern of loan pay- 
ments consistent with the income of 
the borrower; 

> Provides greater emphasis and re- 
liance on the credit of the borrower 
than formerly was the case; 

>» Makes it possible for the lender 
to take prompt remedial 
avoid heavy delinquencies on the part 
of the borrower. 


steps to 


While mortgage loans during the 
past 25 years have not been subjected 
to the foreclosure ordeal of the early 
‘30s, increasingly it appears that the 
low delinquency record of mortgages 
has been due in no small part to the 
pattern of payment, just as the pattern 
of payment has produced an out- 
standingly favorable payment record 
in the financing of other consumer 
durables, even during the days of 
severely depressed business conditions. 

The excellent experience of the past 


loan embodies the follow- 


20 years with FHA, VA and conven- 
tional monthly payment loans has con- 
fronted mortgage lending institutions 
with several questions of major im- 
portance as follows: 

>» To what extent is servicing re- 
sponsible for a favorable loan pay- 
ment record? 

> To what extent have 
loan patterns increased the liquidity 
of a mortgage loan account? 

>» To what extent can high-ratio 
mortgage loans be made without FHA 
insurance and VA guaranties? 


modern 


If we are correct in our conclusion 
that modern financing of a home is 
truly analogous to the financing of 
consumer durables, and if we are cor- 
rect in assuming that despite con- 
spicuously favorable business condi- 
tions delinquencies would have been 
higher even in conventional install- 
ment financing had it not been for 
effective and efficient servicing, then 
we are compelled to conclude that 
a well-trained and experienced serv- 
organization is essential to a 
favorable experience in 


icing 
continuing 





Mo 
of * 














a = a 
i one 
on portant cities, 


the areas listed below. 


105 West Adams St. 
CHICAGO 3, ILL. 


Brumder Bidg., 135 W. Wells 
MILWAUKEE 3, WISC. 


Metropolitan Areas 
of the Middle West 


ped and well-staffed offices in five im- 
cated in four contiguous states of the 
Midwest, Advance Mortgage Corporation is strategically situated in the 
heart of industrial America. Advance Mortgage is prepared to serve those 
investors who may desire either new or additional representation in any of 


With ne 
° 


Apvance MortGcace 


CORPORATION 





MAIN OFFICE 
234 State Street 
DETROIT 26, MICH. 
WOodward 5-6770 


Serving 


1449 Third National Bldg. 
DAYTON 2, OHIO 


829 McKay Tower 
GRAND RAPIDS 2, MICH. 








we urge you to consult us. 


51 EAST 42ND STREET 





ATTENTION: MORTGAGE ORIGINATORS 


Our business is selling FHA and VA Mortgages to the 


secondary market. If you seek Takeout Commitments, 


EDWIN F. ARMSTRONG & COMPANY 


MURRAY HILL 2-1176 


NEW YORK 17, N. Y. 
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monthly payment mortgage lending. 
This means that an organization must 
be so equipped and so trained that it 
will pursue with a commendable de- 
gree of accuracy the payments as they 
and that it will deal with 
and at the time with 
discretion with 


From 


fall. due, 
firmness, 
understanding 
tend to lag. 
» believe that a large 


same 
those 
cases which oul 
point of view, we 
portion of the strength of our mort- 
gage accounts results in our servicing 
organization which is composed es- 
sentially of carefully selected mort- 
gage bankers from coast to coast. We 
maintain half a dozen branch offices 
servicing organizations intact, 
think of auxiliary 
than primary components of 
rely 


with 
but we these as 
rather 
oul 


organization, and 


extent 


mortgage 


to a considerable upon our 


loan correspondents to maintain a 


high record of payment. Mortgage 
bankers not only provide essential 
service in the mechanical handling 


in the acquisi- 


tion of business, but their intimate ac- 


loan payments and 


quaintance with local conditions fre- 
quently provides a better basis for 
the determination of mortgage policy 
and the handling of trouble 
than would be true if the mortgage 
banker were not the intermediary be- 
tween the borrower and the investor. 

Mortgage bankers comprise an in- 
part of the financial structure 


and effectively assist in 


cases 


tegral 
of the 
the flow of capital. In some 
of the kinds of 
they offer are provided by banks, par- 
but in many 


nation, 
sections 
country, the service 
savings banks: 
country they expedite the 


ticularly 
parts of the 


flow of capital to a much greater 
extent than other local institutions 
which often-times are severely re- 


Mort- 


measure ol 


stricted by statutory limitations. 
bankers 
often 


vyayve possess a 


flexibility not possessed by 


banks, 
the flow of 


and for this reason can assist 
funds from distant areas 
Che per- 


bankers warrant 


into local areas. services 


formed by mortgage 
the officers of financial institutions to 
avoid thinking of them as competitors, 
of the financial 


Consequently, it 


but rather as part 


structure. becomes 
all reasonable steps 


bank- 
addition to insti- 


important to take 


to maintain a strong mortgage 


ing organization in 


tutions such as banks and life insur- 


ance companics. 
To consider the second question: 
To what extent have modern loan 


patterns increased the liquidity of a 
mortgage loan account? 

One of the significant de- 
velopments which has occurred in the 
field of mortgage lending in the past 
25 years has been the demonstration 
of the liquidity inherent in a properly 
constituted mortgage loan account. 

Traditionally, we tend to think of 
liquidity as an attribute of an indi- 
vidual investment, appro- 
priately liquidity should be considered 
as an attribute of an investment port- 
This concept circumvents the 
fact that 


most 


but more 


folio. 
difficulty resulting from the 
one mortgage loan, completely amor- 
tizable over its life and in good stand- 
ing, might be considered an il-liquid 


investment, whereas 2,000 mortgage 
loans of the same pattern over a 
period of time might contribute 


greatly to the liquidity of an institu- 





tion. The same would be true of a 
portfolio of bonds of serial and vary- 
ing maturities. 

While mortgages for years 
thought of as il-liquid investments, 
the experience of the last 20 years 
has demonstrated them to be highly 
liquid. Not yet has the modern pat- 
tern of mortgage lending been sub- 
jected to the excruciating test of a 
period such as the early *30s, but in 
the recessions of °47, and °48, and °53 
and and again in °58, they ad- 
mirably have demonstrated the posses- 
sion of this attribute to a much 
greater degree than formerly was be- 
lieved. Investigation of this subject 
has been appealing for a number of 
years, and special study of one port- 
folio has been utilized to test and 
demonstrate the liquidity of a rep- 
resentative mortgage portfolio. 


were 





we ‘pinpoint service 


. to mortgage banking 
and the entire building industry. 
Ask our representative 
how we can best serve your needs. 


OUSTON FIRE u CASUALTY INSURANCE CO. 


ENERAL INSURANCE CORPORATION 


MAIN OFFICE 


FORT WORTH, TEXAS 





West Virginia... 





Protect your mortgage investments wic: 


Berks Title Insurance policies. Berks’ coverage is known 


and accepted wherever mortgages are bought or sold. 


Banks Jitle INSURANCE COMPANY 


READING, PENNSYLVANIA 


Agencies throughout Pennsylvania... 
District of Columbia... 


Maryland ... Virginia 
Ohio... Florida 


Delaware... 
New Jersey... 
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The liquidity of a mortgage port- 
folio stems from four major causes: 

» The pattern of the regularly 
amortized mortgage loan provides a 
flow of funds of impressive propor- 
tions, and this flow is bound to be T 
augmented by full repayments apart 
from amortization which will vary 
somewhat with the degree of activity 
in the real estate market. 

>» A number of factors other than 


regular amortization augment the 
scheduled liquidation of mortgage en bie) 
loans. 


>» The liquidity of the mortgage to 


loan portfolio is also enhanced by in- 


surance of the loans by FHA and 

by guaranty of loans by the VA, both t h eS 
of which provide for reasonably rapid 
liquidation of real estate in exchange ba r «~ SS 
for cash or readily marketable se- 

curities. Not only are FHA deben- 
tures readily marketable, but the abil- 
ity to use them for the payment of 
mortgage insurance premiums at par 
provides a limited but guaranteed 





i 





4 
~ 





. 





| 











5 nate are nearly 30,000,000 owner- 
occupied dwellings in the United States. 


market without capital loss. Fifty-one per cent of these homes are mort- 

>» The development of Federal gaged. Here is a striking example of progress 
agencies with more or less authority and prosperity in the true American way, 
to buy mortgage loans augments made possible largely by our lending insti- 
greatly their potential marketability. “iy : . 
as ; : . 4 tutions which have financed these home 
The HOLC a generation ago estab- : 

investments. 


lished abundant precedent for the re- 
financing of defaulted loans. The RFC In our specialized field, we, too, have been 
played a significant part in American privileged to contribute to this expansion 


financial activities, and we are all ac- inh hin. For th ‘ f 
. . . in home ownersnip. Fro = so 
quainted with the scope of Fanny a 


May’s questionable career; nor should a century, in the communities we serve, 
we overlook the lending powers of TG&T has protected the investment of 
the Federal Reserve Banks against both property owners and mortgagees 


mortgage loans as collateral, nor the 
part played by the Home Loan Banks. 
In the event of serious difficulties in 
marketing loans, it is almost inevitable 


that some existing agency or a new TITLE GUARANTEE 
agency would be authorized to pro- 
GB and Trust Company 


vide liquidity for mortgages. This 
HEAD OFFICE: 176 BROADWAY, N. Y. 38 * WOrth 4-1000 


with sound title insurance. 





is mentioned, however, merely for the 
sake of completeness and not as a 
recommended basis upon which to 
conduct a business. 







TITLE INSURANCE THROUGHOUT NEW YORK, 
NEW JERSEY, CONNECTICUT, MASSACHUSETTS, 
MAINE, VERMONT AND GEORGIA 





During the monetary stringency of 
late 1957 the real value of the liqui- 
dity of a properly constituted mort- 
gage loan account was abundantly 
demonstrated. Most of the bonds 
which have been available through 
public channels during the preceding 
10 to 15 years possessed limited sink- 
ing funds, if any. Because of the 
low coupons which they carried, they 
declined sharply in value when money 


soon to be known as 


THE TITLE 
GUARANT EE 


COMPANY 
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markets tightened, and the holder was 
frozen pending 
change in the money market. While 
the market prices of mortgages could 
withstand the inexorable laws of 


into his position, 


not 
the market place and declined also, 
the scheduled re- 
from their in- 


at the same time 


payments stemming 
herent liquidity provided a source of 
the oppor- 


cash to be reinvested in 


tunities provided by higher money 


rates. It is true, of course, that dur- 
ing this period of time the cash flow 
was less rapid than it had been at 
certain other times, but nonetheless 
was sufficient to provide a high degree 
of liquidity. While an institution sub- 
ject to the need for high liquidity 
needs other sources of ready cash, the 
liquidity possessed by a properly con- 
stituted mortgage portfolio is much 
greater than many investors realize 
lo consider our third question: To 
what extent can high-ratio mortgage 


FHA insur- 
In other 


made without 
ance and VA 


words, might it not be possible that 
make 


loans be 
guaranties? 


lending institutions safely can 


ratio loans without such 


higher pro- 
tection 

During recent years there has been 
a pronounced tendency for liberaliza- 
tion of the mortgage lending 
in some of the states directed toward 


laws 


the authorization of high-ratio loans. 
For example, in New Jersey life in- 
surance permitted to 
make 75 per cent loans provided a 
reserve equal to the amount by which 
the loan exceeds the unpaid balance 
is main- 
and life 
insurance make 80 
per cent loans on |- to 2-family houses 


companies are 


loan 
banks 


may 


of a 66 2/3 per cent 


tained. In Vermont, 


companies 


provided their officers or directors sign 
a certificate of stipulation on certain 
details the 
Massachusetts, New Hampshire, Con- 
necticut and New Jersey 80 per cent 


concerning property. In 


mortgage loans are permitted with 
location, 


Federal 


varying restrictions on 


amount and amortization 


savings and loan associations under 
Federal law are permitted to make 80 
per cent loans provided the members 
of the individual associations author- 
Savings banks in the State 
of New York, as a result 
taken at the 1958 session of the New 
York State legislature, are authorized 
to make 90 per cent loans provided 
the 


that 


ize them. 
of action 


not exe eed $25.,- 


New 


loan does 


the 


that 


000, real estate is in 


York and not more than 50 miles dis- 
tant from the principal office of the 
lender, that the certification contains 
a statement that the borrower’s in- 
come is sufficient to enable payments, 
and that there are equal monthly in- 
stallments of principal, interest and 
real estate taxes, all to be completed 
within the useful 
whichever is 


within 30 
life of the 


less. 


years or 
real estate, 
The apparent willingness of some 
lenders to make high-ratio residential 
loans without the benefit of FHA o1 
clearly part 


GI guaranty stems in 


from the exceedingly favorable experi- 
ence of the past generation with 
loans, and con- 


high-ratio FHA, GI 





“And so you see, Mr. MacFarland, 
it pays Mortgage Bankers 
to do business with 
Paramount.” 





ventional loans of liberalized amounts. 
This willingness also is influenced by 
a desire to reduce, if not to eliminate 
government participation in the mort- 
gage business and possible higher 
profits which may result from han- 
dling larger individual items. Because 
ot the inflationary spiral, many of 
these high-ratio loans a short time 
after they have been made have had 
behind them a much larger equity 
than otherwise would have been the 
case due to appreciation in the market 
value of real property. Furthermore, 
while the favorable experience with 
these loans has been due, at least in 
some measure, to the monthly pay- 


ment pattern, a careful observer can- 


Paramount Fire 
Insurance Company 

















LOANS TO 


HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


AND 
COMPANY 


B. C. ZIEGLER 


WEST BEND, WISCONSIN 
Chicago Office: 39 South La Salle Street 


Address Ali inquiries to Our Home Office at West Bend, Wisconsin 
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——an 





YEARS’ 
EXPERIENCE 



































not overlook the fact that much of 
this experience has been enjoyed, not 
only during an inflationary real estate 
market, but also during a period of 
concomitant high incomes. It is true 
that the pattern of regular monthly 
payment loans augurs well for a favor- 
able experience in the future with 
high-ratio conventional loans, but not 
yet have high-ratio loans been ade- 
quately tested in the crucible of 
adverse business conditions to prove 
conclusively that they can be made 
without greater risk, even with the 
monthly payment loan pattern. 

The desire to make high-ratio con- 
ventional loans is not without com- 
pelling social reasons, but at the same 
time lenders have an equal, if not 
greater, responsibility as trustees of 
the funds of depositors, policyholders 
and stockholders to invest them with 
a minimum of loss. With the latter 
inhibition ever pressing, it becomes 
imperative to determine whether or 
not a void exists in the mechanics of 
lending on high-ratio loans which 
could result in severe losses and rele- 
gate high-ratio loans into unjustified 
discard. Insofar as high-ratio FHA 
and GI loans are concerned, immedi- 
ate possession of the property in the 
event of default becomes much less 
significant than the importance of 
prompt possession of the property on 
a high-ratio conventional loan. On 
the other hand, much of the secret 
of the success of the conditional sales 













1301 Main 
Dallas 








“Mortgage bankers comprise an integral part of the financial struc- 
ture of the nation, and effectively assist in the flow of capital. In 
some sections of the country, the kinds of service they offer are pro- 
vided by banks, particularly savings banks; but in many parts of 
the country they expedite the flow of capital to a much greater extent 
than other local institutions which often-times are severely restricted 
by statutory limitations. Mortgage bankers possess a measure of 
flexibility often not possessed by banks, and for this reason can assist 
the flow of funds from distant areas into local areas. The services 
performed by mortgage bankers warrant the officers of financial in- 
stitutions to avoid thinking of them as competitors, but rather as part 
of the financial structure. Consequently, it becomes important to 
take all reasonable steps to maintain a strong mortgage banking or- 
ganization in addition to institutions such as banks and life insurance 
companies.” 





contract used in financing consumer 
durables stems not only from the 
pattern of the monthly payment, but 
also from the ability of the financing 
agency to repossess the property 
promptly, and at little expense, in 
event of default, thus preserving 
whatever value may remain in the 
article financed. Obviously, if mort- 
gage lenders seek to convey to the 
field of real estate financing the same 
principles utilized in the financing of 
consumer durables, then they should 
be encouraged to believe that their 
success would more nearly be assured 
by use of devices similar to those 
utilized by the finance companies in 
the financing of consumer durables. 


Title Service 
To Investors in 


Mortgage Loans 


Since 1906 


For information on 
agencies in all 

four states, write our 
Home Office. 


Dallas Title and Guaranty 


Company 





THE 


The history of the financing of real 
preperty, of course, covers a much 
greater period of history than the 
financing of durable goods. The idea 
originally was that transfer of owner- 
ship of real property could be effected 
only by a manual “livery of seisin” or 
“feoffment” which was accomplished 
by the actual delivery—at first only 
while standing on the premises—of 


ENTRALLY LOCATED IN 
SANTA ROSA, CALIFORNIA 














NORTHERN CALIFORNIA 


is the Prime Mortgage Area 
served by 
SONOMA MORTGAGE CORPORATION 


More than $75,000,000 in 
current loans of which $12,701,278 
were in process or committed 
in the last six months of 1957 





MORTGAGE BANKER + November 1958 19 








a piece of sod, a twig or stone. Little 
by little 
fully 
call “seisin,” and 
“title.” was made more commodious, 
the first big step forward being the 
practice which developed shortly after 
enactment of the Statute of Uses in 
1536 The use of deeds as we know 


them is 


and the process was pain- 
slow—transfer of what lawyers 


others may call 


a comparatively recent in- 


novation in the common-law coun- 


tries. Laws also have been designed, if 
not to tavor mortgagors, at least to 
protect them from summary action 
of unscrupulous mortgagees, and to 
give them ample time to rearrange 
their finances, and even to repossess 
their properties after having been dis- 
possessed. The periods of foreclosure 
and repossession vary from a few days 
to two years or more, depending upon 
the state in which the property is 
situated. 

modification in the 
utilized in the fi- 


unduly 


To suggest a 
legal instruments 
nancing of real 


flaunts tradition and precedent, but 


propel! ty 


recognition of the tendency to move 


in the direction of the financing of 


real estate by the use of methods 


which have been successful in the 


financing of durable goods 


consideration of the development of 


requires 


statutes and legal instruments com- 
pletely appropriate to such financing 
Cherefore, it is suggested that requisite 
steps be taken in the various legisla- 
tures of states with slow and expensive 
foreclosure and proce- 


dures to provide that where high-ratio 


I epe SSESSIC m 


real estate financing is to be under- 
taken—that is, 
ceeds the conventional limits of 6624 


where financing ex- 
per cent to a maximum of 90 per 
that the financ- 
method by 
readily can be 


cent or 95 per cent 
ing agency be given a 
which the property 


This 


plished in several ways, but two pos- 


repossessed. might be accom- 
sible methods are suggested 

> The utilization of a sales contract 
under which possession could be ob- 


tained by peaceful surrender and re- 


lease of the real property by the seller 


or his transferee, or failing in that, by 
recourse to appropriate legal remedies 
designed to effect quick repossession. 
Che contract, of course, could and 
should include a provision that when 
the loan had been paid down to 662% 
per cent of the value agreed upon 
by the lender at the time the contract 


was negotiated, a deed and mortgage 


on terms agreed upon at execution of 
the contract would be given the con- 
tractor. 

>» Authorization for a special type 
of mortgage loan which would provide 
that when the mortgagor and mort- 
gagee agreed that a mortgage loan of 
a certain percentage, let us say 90 
per cent, had been made, until such 
time as the loan had been paid down 
to 6624 per cent of the appraisal 
utilized for the determination of the 
90 per cent loan, complete foreclosure 


could be effected through the rela- 
tively summary procedures provided 
by laws presently in force in states like 
Texas, Tennessee and Virginia. 

No attempt is here being under- 
taken to define the legal details of 
such plans, but merely to establish 
an important point which seems in- 
herent in high-ratio conventional resi- 
dential loans, and to suggest possible 
means by which this hazard can be 
avoided. It remains for our legal 
friends to spell out the details, but 


Creating new horizons 


in title service 


for the builder. 


buyer, banker 


and broker. 


. guaranteeing a secure land ttle 


fo every property owner / 
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- CITY ye 
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/ Medd tf? 4 

wpa’ a 
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SECURITY TITLE 
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“* SECURITY 
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WITH 


THE WEST ”’ 


INTER-COUNTY DEPARTMENT and HOME OFFICE: 


530 West Sixth Street © 


20 THE MORTGAGE BANKER + November 1958 


Los Angeles 14 @ 


MAdison 7-6111 








they should not find this an insur- 
mountable obstacle and, by their suc- 
cess, will do much to make high-ratio 
financing of residences without FHA 
insurance or VA guarantees a more 
important part of modern mortgage 
financing. Unless they succeed, this 
type of high-ratio financing may fail 
to live up to advance billing in the 
states that retain cumbersome and 
expensive lenders’ remedies. While this 
may appear to be something of a 
radical proposal for use especially in 
the housing field, it should be re- 
membered that mobile homes, cur- 
rently an integral part of the nation’s 
housing supply, are customarily fi- 
nanced by conditional sales contracts. 

Mortgage lending has made com- 
mendable progress as is indicated by 
the use of the monthly payment, the 
fully amortized loan, the packaged 
mortgage, the open-end mortgage and 
similar popularized innovations of the 
past 25 years. However, if mortgage 
lending is to keep abreast of the times 
and is to render the service rightly 
to be expected of it, then it must 
continue to evolve its practices and 
its methods. Certainly mortgage bank- 
ing desires and is expected to contrib- 
ute to the rising standard of living of 
the people of this country, and con- 
stant scrutiny of mortgage practices 
without submitting unduly to the 
restraints of precedent will commend- 
ably accomplish this goal. 


Nation on the Go 


A picture of a nation on the go 
is portrayed by the bureau of the cen- 
sus in data covering the mobility of 
the population of the United States in 
the period from 1947 to 1957. 

This decade ranks as one of the 
great periods of internal migration in 
the nation’s history, and at the same 
time one of spectacular economic 
growth and steadily increasing living 
standards. 

The census bureau figures show 
that, on the average, about a fifth 
of the civilian population moved 
every year in the period. The number 
of movers varied from year to year, 
but the percentage changes in relation 
to the population were only minor. 

For the year ended in April, 1957, 
the number of movers was just under 
32 million, the second highest on rec- 
ord. Of these, 211% million, or about 
two out of every three who changed 
homes, stayed in the same county in 
which they lived. The other 10% mil- 
lion movers were about equally di- 
vided between those that crossed 
county lines within a State and those 
that went from one State to another. 

Mobility of a population by its very 
nature imparts a dynamic quality to 
an economy, and this has been ap- 
parent in the economic records of the 
last decade and in the widening of 

(Continued on page 42) 
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SERVING ARIZONA 


When you buy or sell mortgages in Arizona, 


make sure the title is insured by . . . 


Arizona Title 


Guarantee « TrustCompany 


Home Office: Phoenix, Arizona 

















M. B. A. 
CONVENTION 


CHICAGO 
NOV. 3-6 


you get 
EXTRA CARE 
all the way there... 


on UNITED, 
the Radar Line 


AIR LINES 





For information and reservations, 
call United or an authorized travel agent. 
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" EVERY REOUIREMENT 


BY THE OUTSTANDING TITLE INSURER WITH THE WIDEST EXPERIENCE 


Jawyers Jitle Insurance (Orporation 


Home Office - Richmond. Virginia 


LAWYERS TITLE SERVICE AVAILABLE IN 43 STATES, THE DISTRICT OF COLUMBIA, 
PUERTO RICO, HAWAI! AND THE PROVINCES OF ALBERTA, ONTARIO AND QUEBEC, CANADA. 


NATIONAL TITLE DIVISION OFFICES: CHICAGO, DALLAS, DETROIT AND NEW YORK 


BRANCH OFFICES IN CINCINNATI, O. FLINT, MICH. NEWARK, N. ROANOKE, VA. 
AKRON, O CLEVELAND, O. FREEHOLD, N. J. NEW ORLEANS, LA. SAVANNAH, GA. 
ALBANY, GA COLUMBUS, GA. GRAND —— MICH NEWPORT NEWS, VA. RIVER, N. J. 
ATLANTA, GA. COLUMBUS, O MACON, . INGTON, D. C. 
AUGUSTA, GA DALLAS, TEX MANSFIELD. °. TE PLAINS, N. Y. 
BIRMINGHAM, ALA DAYTON, O MARIETTA, GA. PITTSBURGH, PA. INGTON, DEL. 
CAMDEN, N. J DECATUR, GA. MIAMI, PLA. PONTIAC, MICH. ISTON-SALEM, N. C 
CHICAGO, ILL DETROIT, MICH. MOUNT CLEMENS, MICH. RICHMOND, VA. WINTER HAVEN, FLA. 
THOUSANDS OF APPROVED ATTORNEYS LOCATED THROUGHOUT THE OPERATING TERRITORY 








“Wlortgage Banker 
» Inflation and Mortgages: 
Crisis in the Market 


A crisis seems to have been no novelty in the field of mortgage financing for more years 


than many of us can recall clearly but 1958 has been particularly well supplied with 


abrupt shifts . . . First, says Mr. Hall here—as he did before members of the Alabama 


Real Estate Association in Point Clear, Ala., in October 


“money suddenly became 


available for insured mortgage loans, as the general decline in the interest rate structure 


brought the fixed interest rate on FHA mortgages into an acceptable relationship in 


the market. Now, after a few months of a reversal of the downward trend in interest 


rates, we face the prospect of having funds diverted from mortgage investment as rapidly 


as they were turned toward it last winter. 


. . Back of the possibility of temporary dis- 


comfort for the financing and building industries is something much more serious. This is 


the possibility that savers and investors may, in their fear of inflation, lose faith in fixed 


income obligations, of which mortgages are the prime example. And if mortgages should 


really lose favor as an investment medium, private financing is sunk and private build- 


ing also is sunk. ‘There can be no question about that.” 


HE mortgage market faces a crisis. 
This may sound like a piece from 
an old and record. The 
mortgage market seems to have been 


well-worn 


pretty much in face of a crisis of one 
kind or another since the end of World 
War II. It has suffered on several 
occasions from lack of sufficient funds 
to maintain an or- 
derly, efficient pro- 
duction of housing. 
And in between 
times it has had 
so much money 
poured into it as 
to over-stimulate 
building and con- 
tribute to the in- 
flation of building 
costs. 

In this particular year we have had 
a double crisis. First, money suddenly 


John C. Hall 


By JOHN C. HALL 


President, Mortgage Bankers Association of America 
President, Cobbs, Allen & Hall Mortgage Company, Birmingham 


became available for insured mort- 
gage loans, as the general decline in 
the interest rate structure brought the 
fixed interest rate on FHA mortgages 
into an acceptable relationship in the 
market. Now, after a few months of 
a reversal of the downward trend in 
interest rates, we face the prospect of 
having funds diverted from mortgage 
investment as rapidly as they were 
turned toward it last winter. 

This is a serious matter—no ques- 
tion about that. But this is not the 
crisis I have in mind. Back of the 
possibility of temporary discomfort for 
the financing and building industries 
is something much more serious. This 
is the possibility that savers and in- 
vestors may, in their fear of inflation, 
lose faith in fixed income obligations, 
of which mortgages are the prime ex- 
ample. And if mortgages should really 


THE 


lose favor as an investment medium, 
private financing is sunk and private 
building also is sunk. There can be 
no question about that. 

There is good reason to believe that 
recent movements in the securities 
markets reflect just the fear I men- 
tioned. Stock prices have moved stead- 
ily upward in spite of reduced divi- 
dends, in spite of uncertain earning 
prospects for at least the next half 
year, and in spite of what is yet a 
moderate recovery from our sharpest 
postwar recession. At the same time 
bond prices have moved down and 
borrowing has continued at a high 
rate, in spite of a steady decline in 
capital outlays and in spite of the 
probability that any real upturn in 
industrial expansion is still a good 
many months away. 

The reason for this strange situation 
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is not hard to find. People have seen 
the federal budget rise year after year 
against only feeble efforts to control 
it. They have seen the Congress this 
year throw restraint to the winds to 
cure a recession that had already 
passed its turning point when the so- 
called remedies were enacted. They 
have seen the prices of nearly every 
thing they buy stay high, or even rise 
further, in face of a serious decline in 
business. They have seen labor unions 
exact substantial wage increases from 
industry in face of the poorest earn- 
ings experienced in the postwar pe- 
riod. 

People have seen all these things— 
and begun to wonder whether this is 
what they must look forward to in- 
definitely. They have begun to won- 
der whether they can possibly expect 
next year’s dollar to be as good as 
this year’s dollar and, if this is not to 
be the case, what they should do about 
it. Many of them apparently have de- 
cided that the thing to do is to borrow 
while they can in the knowledge that, 
through tax deductions, government 
will pay a large part of the interest 
and in the expectancy that repayment 
will be made in cheaper dollars, while 
many others have taken the view that 
the solution is to get into equities at 
whatever cost. 


Whether this is true or not, the 
securities markets have been acting as 
if it were true. The markets clearly 
reflect an inflationary bias in the econ- 
omy, or at least in people’s attitudes 
about the economy. And if the bias 
becomes more evident and if investors 
follow more vigorously the paths they 
now seem to be following, the future 
of long term, fixed income obligations 
might become very dim indeed. 


Against this possibility, there stands 
one firm bulwark. It is not the Con- 
gress, which promises to be more gen- 
erous with the people’s money in its 
next incarnation than in its last. I 
have some doubts about the admin- 
istration, which has varied between 
resistance and outright encourage- 
ment of new nondefense spending 
programs. There is no present pros- 
pect that we can be helped by the 
breaking out of peace and the result- 
ing reduction of the cost of arma- 
ment. The withstanding of inflation 
is not likely to come from any of 
these quarters. 


The place where a stand will as- 


suredly be made is in the Federal Re- 
serve System. The willingness of the 
Board of Governors to put itself in 
this exposed and often uncomfortable 
position has given some people the im- 
pression that it is obsessed with the 
idea of inflation to the exclusion of 
all other considerations. This impres- 
sion is not justified. During last fall 
and winter, when business was in a 
slide, the Reserve threw up a massive 
addition to the credit supply to halt 
the movement. The results are now 
in evidence; and, since this was the 
only positive action by government to 
have an effect before the turning pe- 
riod was reached in April, the Reserve 


It quickly became apparent, how- 
ever, that in the existing public mood, 
these tactics would not work. If the 
situation was so bad, people seemed to 
reason, that the Reserve had to manu- 
facture money in order to rescue the 
Treasury, then the game must be 
about up. At any rate, the support 
was withdrawn, and the present ap- 
proach, as far as I can figure it out, 
is to attempt to tone down stock 
market speculation on the one hand 
and on the other to allow interest rates 
to rise to a point where future Treas- 
ury issues will be attractive enough to 
the public to avoid the necessity for 
major intervention by the System. It 


“What we have now to recognize is that the federal government 
cannot take about $12 billion of new money out of the credit stream 
in a year’s time without penalizing other borrowers. What we have 
now to face is a choice of altogether losing control of our fiscal 
affairs or of paying the price that control imposes. The price that 
we have to pay is that of higher interest rates on our mortgages. The 
price probably also involves, for a time at least, financing fewer 


houses than we should like. 


“As we accept these necessities, we have, it seems to me, an obli- 
gation to do all we can to see to it that mortgages are not unduly 
penalized and that housebuilding is not unduly restricted even for 
a short time. We have an obligation to insist that mortgages have 
the same privilege of competing for the available supply of credit 
as is allowed to other forms of investment.” 


must be given a considerable share of 
the honors for the present upturn. 


Now the situation confronting the 
Reserve is the opposite of that to 
which it adapted itself so effectively a 
year ago; and the task it involves is 
much more difficult than the one it 
performed during those months of 
decline. Put in its simplest terms, it is 
the task of restoring public confidence 
in bonds and mortgages—which is to 
say, restoring confidence in the dollar 
itself. 

When the first serious break in con- 
fidence occurred following the Treas- 
ury’s June financing effort, the Re- 
serve endeavored to handle the situa- 
tion by lending its support to the 
government securities market. The 
System not only acquired a large 
amount of bills, but it temporarily 
broke away from its traditional prac- 
tice, and also bought obligations of 
longer maturities. 
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is my understanding that there is no 
basic disagreement with the Treasury 
on this policy. 

In carrying out their purpose, the 
monetary authorities have taken a 
number of steps. They have exercised 
their power to increase margin re- 
quirements in stock market trading. 
They have sold government obliga- 
tions in the open market, thus reduc- 
ing the lending power of the commer- 
cial banks. They have approved an 
increase of 4 per cent in the discount 
charged on loans made by the Federal 
Reserve Banks. These actions were de- 
signed to slow down the rate of bor- 
rowing for speculative and hedging 
purposes. Their immediate effect, 
however, was to contribute — along 
with continued heavy private and gov- 
ernment borrowing—to a renewed 
tightness in the credit supply and the 
current rise in interest rates. 





In the process, naturally, the mort- 


gage market was affected—as it should 
expect to be affected—by a stiffening 
in its interest rates. Due, however, to 
the policy of maintaining rigidly fixed 
interest rates on FHA and VA loans, 
the mortgage market has suffered an 
effect not felt elsewhere—withdrawal 
of funds. Unlike other borrowers, bor- 
rowers on FHA and VA loans were 
not given a free choice of whether 
they would borrow or not. That 
choice was made for them automati- 
cally by the reaction of lenders to fixed 
interest rates. This is nothing new. It 
appears to be the fate of FHA and VA 
borrowers in every period of high 
priced money. The money is taken 
away from them before they have a 
chance to decide if they will take it 
or leave it. 

There is a tendency among those 
concerned with housing to blame this 
result on the Federal Reserve. I know 
home-builders, for example, 
sure that monetary policy is 
a sinister force designed solely for their 
special discomfort. This, of course, is 
a sort of case of mistaken identity. 
The real culprit is fixed interest rate 
policy and not monetary policy. 

Actually, the people at the Reserve 
have been outspoken in deploring the 
fixed interest policy and its impact on 
the mortgage market. They would 
much prefer to see all interest rates 
free and to see all borrowers have an 
equal opportunity to compete for 
whatever volume of credit may be 
available at the time. They do not 
like to see what is intended to be a 
general overall restraint act as a selec- 
tive control, imposing special restraint 
upon a single area of the economy. 
The remarkable record of stability in 
the conventional loan area indicates 
that mortgages would not fare badly 
if they were not subject to this special 
impact which follows monetary ac- 
tions but is contrary to the theory of 
the broad exercise of monetary policy. 

All of us, whether realtors, or build- 
mortgage originators, should 
be supporting, rather than quarreling 
with the monetary authorities. We 
may have to catch our breaths once in 
a while in fear that they may go too 
far; and we ought always to feel free 
to criticize when we think this may be 
But at the same time we 
ought never to forget that the Re- 
serve’s objectives are our objectives 
and that the Reserve’s battle is our 
battle. The objective is a stable dol- 


of some 
who are 


ers, or 


the case. 


lar and the integrity of obligations 
based on that dollar. The battle is 
against the forces that would destroy 
confidence in the dollar and drive in- 
vestors away from fixed income obli- 
gations. In the long run, our interest 
is surely on the side of, and not op- 
posed to, what the Reserve is now 
endeavoring to do. 

As I have already said, the Federal 
Reserve among all the agencies of 
government is, so far, pretty much 
alone in this fight. I don’t believe 
many of us think that the next Con- 
gress is going to have sober second 
thoughts about the continued expan- 
sion of welfare programs. And I 
doubt that many of us feel that, in 
spite of renewed talk about the need 
for economy, the Administration will 
take a really vigorous stand against 
increased expenditures, nor can we be 
hopeful about future Administrations. 
This may properly raise the question 
of whether, under these circumstances, 
the fight can be won. 

I think it can be won. But, at the 
same time, I think that the possibili- 
ties of winning will depend a great 
deal on our own attitudes and our 
own actions as businessmen and citi- 
zens. First of all we ought not to 
swallow whole the idea that inflation 
is inevitable. It won’t be inevitable 
unless by thought and action we make 
it so. 

So far as the current situation is 
concerned, we ought to recognize that 
there is no immediate inflationary 
pressure in the business situation. We 
are still far short of recovery. We have 
no present shortages of materials; and 
we still have a lamentably large sur- 
plus of available labor, which is cer- 
tain to be with us for a number of 
months ahead. We have no shortage 
of industrial capacity, and we are not 
likely soon to experience demands for 
funds for industrial expansion such as 
we had in 1956 and 1957. During the 
past year we have undoubtedly made 
a substantial gain in productivity. We 
have now a fairly stable price level 
and the prospect for continued price 
stability at least well into next year. 

These are not inflationary symp- 
toms. We ought not to confuse them 
with what they are not, and we ought 
to recognize the promise they hold 
out. They offer a possibility that we 
may be able to accomplish an orderly 
recovery and safely move to new 
heights of business activity without a 


THE 


serious risk of inflation, if we keep 
our heads in the right direction. Our 
problems need not be here. Our prob- 
lems are in other areas. 

Where we need to focus our atten- 
tion is on the two real danger spots: 
labor power and government extrava- 
gance. Sooner or later the power of 
labor unions to force wage increases 
beyond real long range gains in pro- 
ductivity must be broken. Sooner or 
later the citizens of the country and 
their representatives in Congress must 
be made to realize that we can’t carry 
on what is, in its financial effect, a 
major war and still be able to afford 
the unceasingly expanding demands 
of the welfare state. These problems 
will be met sooner rather than later 
only if we fully recognize the real 
source of our dangers and devote our- 
selves earnestly and unremittingly to 
their solution. 

No group of citizens has a greater 
stake in the outcome of these issues 
than we who carry the responsibility 
of operating a smoothly functioning 
housing market, of building the houses 
that our people need, and of supplying 
the funds that our people must have if 
they are to be able to buy the homes 
we provide. Credit—long term credit 
—ample in supply and dependable in 
flow—is what we need and what we 
must have if our responsibility is to 
be properly fulfilled. We cannot sur- 
vive otherwise, and our people can- 
not be adequately sheltered otherwise. 
Our interest is clearly in the protec- 
tion and preservation of long term 
credit. 

That is why I say we have to take 
a long view—a view that must extend 
beyond the immediate question of 
whether Insurance Company X or 
Bank Y is going to let us have all the 
funds that last spring we had some 
reason to hope for. And in taking the 
long view ahead, we ought also to 
take a hard look in retrospect. 

The predicament we find ourselves 
in today has been in the making dur- 
ing the last 10 years of cold—and in- 
termittently hot—war and expanding 
social The costs have been 
accumulating year by year, and the 
part of the payment of that cost which 
we have chosen to put off to the fu- 
ture has also been increasing almost 
as regularly. During each year of this 
period we have seen wages rise. They 
have gone up whether the war was 

(Continued on page 42, column 1) 


services. 
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The Impact of Real Estate 


HE power to tax is the power to destroy real estate 

values. For many years real estate mortgages have 
been the major investment medium of Massachusetts 
savings banks, and this medium is being hurt badly by 
real estate taxes 

Because they were able to invest with reasonable safety 
in such a medium and provide adequate reserves for 
losses, they have had an excellent record, and have been 
well able to compete with banks in other states both as 
to safety of principal and rate of dividends paid to 
depositors. 

Without this medium based on a reasonable stability 
of real estate values in the state, they could not have 
done the job. Many of them would have been hard put 
anyway in recent years if it were not for government 
guaranteed loans and the possibility to loan on these 
out of state. 

The character of the mortgage portfolios, particularly 
of our larger savings banks, has changed materially in 
the last twenty years. Over one half of the average 
portfolio is now FHA or GI mortgages, and the trend 
has been away from the cities on commercial property 
and multiple housing loans to single residences in the 
suburbs. 

But taxes are now catching up with the suburban 
properties and we may have to have another look. 

The real estate problems brought about by high taxes, 
and perhaps quite naturally so, have been particularly 
evident in our bigger cities; but the problems are be- 
coming more general, and residential as well as com- 
mercial properties are now beginning to feel some real 
effects. 

We have had, and will have more, major changes in 
land use patterns mainly caused by the automobile and 
new highways. Some of the new suburban commercial 
developments created still look pretty good. Most of 
these, however, have been built for specific tenants, and 
the property values on a secondary market have not been 
as yet well established. If tax rates continue to go up 
faster than rental values, they will suffer in value the 
same as so many older existing properties have done. 

It does not make sense in any given area of the 
country to have most of its commercial properties going 
down in value and expect its residential properties to 
maintain their respective values. They won’t! 

Some pretty good and reasonably modern commercial 
and industrial properties have been selling in Massachu- 
setts and other parts of New England for figures ridic- 
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ulously below reproduction cost. The tax bill has not 
been the major reason in all cases, but it has been a 
strongly contributing factor in most cases. 

The lenders who have seen the impact of taxes on 
nonresidential and investment properties, and have, 
therefore, concentrated largely on residence loans, cannot 
feel that this class of property will not suffer also. It 
has and it will. 

The theory of amortization is good, but it will not 
answer the problem until it has continued on a loan for 
some time. A recent New York life insurance company 
mortgage loan survey showed their average home mort- 
gage loan terminates in about eight years. This is fine 
in one sense, but it also means that most of us are 
always loaning at the top of the market and matching 
the increased mortgage pattern to the borrower’s current 
income. 

Aside from the unhealthy economy created by too high 
taxes on business properties, it is beginning to show that 
when business properties have been taxed for all and 
more than the traffic will bear, cities and towns have had 
to turn to residential properties either by increasing 
values or the tax rate, or both. 

This is certainly the point we have reached in Boston 
and in many other places in our Commonwealth. 

Let us see what has been the trend of the tax rates 
in our State in ten years as reflected by the tax rates 
in a group of our important cities: 





1947 1957 % 
City Rate Rate Increase 

EER ey $46.50 $86.00 85% 
NN See 35.50 59.40 67% 
IES ere 32.00 49.20 54% 
SD. Su keicntetsctie’ 33.00 64.80 96% 
rs 42.80 72.60 70% 
Ee ee eerar rey 49.00 64.50 32% 
Ae Pee 40.00 64.80 62% 
a Peer 37.00 63.00 70% 
Se ee 43.90 71.20 62% 
eee 32.00 48.50 52% 
tO. Ss ole our 39.60 55.60 40% 
ED, -natiwnnaad won 31.00 51.90 67% 

$62.63 63% 


AVERAGE RATE ..... $38.53 


All the 1958 rates so far announced are up substan- 
tially and these figures do not reflect a policy of increas- 
ing assessments in some of these cities. 











axes on Values and 
MORTGAGE LENDIN 


And it’s some impact indeed—as every lender, as well as many homeowners, can readily 


testify. Homeowners have come in for a rude awakening in recent years with 


the steady and substantial increases in real estate taxes. A new generation becomes 


aware of something those which have gone before have also realized: that the taxing 


authorities can always get at real estate easier than they can at any other source 


of revenues. Mr. Keesler here examines a development of our time that has not had 


the attention it deserves as it affects the field of mortgage credit. He is concerned 


principally with the area he knows best, his native New England, but something of the 


same thing can be said for many, many other sections of the nation. 


The per capita debt of many of these cities has grown 
alarmingly, and one important local city administrator 
recently stated to his department heads that “in the 
face of current circumstances, no Mayor and no Ad- 
ministration with only real estate as a tax source should 
be expected to hold the present level of taxes and debt.” 

If the goose that lays the golden egg is not to be 
killed, our legislators and city administrators must recog- 
nize that taxes must be based on either what we earn, or 
what we spend. They cannot be assessed on a capital 
asset basis without regard for either potential income 
in the case of investment properties or the ability to pay 
by an owner occupant. Otherwise, we are not only 
destroying existing values but are putting up the bars 
against new construction which would increase the tax 
base. 


By WILLIAM F. KEESLER 


Many areas in the country, although also hard put 
to meet increasing governmental costs, have so far at 
least given more tax protection to the real estate owner. 

For the purpose of making some practical comparison 
of specific cases here and in some other parts of the 
country, I have taken a new typical $15,000 house and, 
applying average estimated current assessments, about 
50 per cent of market value, and the current 1957 rates 
in the cities just mentioned (excluding Boston), the taxes 
would average about $470 a year, running from $583 
in Quincy to $311 in Wellesley. In Boston they would 
be nearer $700, and don’t forget they are all up—some 
very substantially in 1958. 

Following is the information furnished to me applying 
to houses of this approximate value in some other parts 
of the country, with comments from some of the local 





Senior Vice President, The First National Bank of Boston, 
before the Savings Banks Association of Massachusetts, 
Poland Spring, Me., September 1958 
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mortgage originators which furnish food for thought. The 
total tax in these examples includes school and county 
which are assessed separately in many areas. 


NORTH CAROLINA 


Assess- 
Total ment 
Tax to Property Tax 
City Rate Value Value Total 
Charlotte $26.90 36% $14,500 $141.90 
Fayetteville 28.70 $3.% 14,500 179.38 
Gastonia 31.30 21% 14,525 115.81 


Says George Goodyear, president of the Goodyear 
Mortgage Corporation in Charlotte, and past president 
of the Homebuilders Association, 


“Attempting to relate taxes in the smaller cities in 
the South to the smaller cities in the North and East 
is frustrating, as we do not as yet have the undue burden 
of taxes so prevalent in other sections of the country. 
Ten years ago here, however, the taxes on property 
valued at $14,500 were $90 to $100. 
fast growth of this city and the necessity for new schools 


Because of the 


and water and sewer lines, our tax rate has gradually 
risen, as it seems that the property tax is the only re- 
course left to the city for financing improvements. 

“My opinion is that if taxes continue to rise, it will 
result in our people buying less expensive homes as pur- 
chasers will not be able to qualify for monthly mortgage 
payments with rising taxes.” 


MISSISSIPPI 
Total Tax 


Jackson City $15,600 $129.28 
Jackson (Suburbs 14,700 42.00 


These are typical cases after applying a homestead 


Property Value 


exemption which, incidentally, we find in numerous 
states. 
GEORGIA 
Assessed Property Total 
Value Value Tax 
Atlanta (City $6,460 $16,100 $185.08 
Atlanta (City 9.010 17,650 261.88 
Columbus—Estimate of tax on first mentioned 
above 94.00 
Macon—Estimate of tax on second mentioned 
above 130.00 


The above are after homestead exemption of $2,000. 
However, it is evident that the percentage of assessed 
value is higher on more valuable properties in better 
locations 


CALIFORNIA 


Assess- 
Total ment 
Tax to Property Total 


Rate Value Value Tax 
$277.50 


An expert opinion from a California banker indicates 


Los Angeles 


City and Area Average) $74 25% $15,000 


that increasing taxes are creating quite a problem with 
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many marginal buyers of real estate. He states 

“Much further increase may deter home ownership. 
It may already be a factor in a very strong trend 
in Los Angeles County toward building of apart- 
ments rather than single homes. In 1957 for the 
first time in the history of the county more permits 
were issued for multiple units than for single houses. 
This has been further accentuated in the six months 
of 1958. A continued increase of the tax burden 
on homes may influence people toward apartment 
living rather than ownership.” 


“The real estate problems brought about by high 
taxes, and perhaps quite naturally so, have been par- 
ticularly evident in our bigger cities; but the prob- 
lems are becoming more general, and residential as 
well as commercial properties are now beginning to 
feel some real effects. 

“We have had, and will have more, major changes 
in land use patterns mainly caused by the automobile 
and new highways. Some of the new suburban com- 
mercial developments created still look pretty good. 
Most of these, however, have been built for specific 
tenants, and the property values on a secondary mar- 
ket have not been as yet well established. If tax rates 
continue to go up faster than rental values, they will 
suffer in value the same as so many older existing 
properties have done. 

“It does not make sense in any given area of the 
country to have most of its commercial properties 
going down in value and expect residential properties 
to maintain their respective values. They won't!” 


It may be important to note the recent announcement 
of the Federal Home Loan Bank Board liberalizing lend- 
ing by savings and loans on apartment houses for over 
twelve families to 70 per cent of value on twenty-year 
loans over previous regulations of 65 per cent of value 
over fifteen years. 

In Boston, to a certain extent, this trend toward apart- 
ments has already occurred. We have certainly not had 
many new houses within the city limits. We have re- 
cently razed over one thousand houses not properly 
maintained, and will raze at least that many more; and 
Boston has more public housing than any comparable 
city. Full taxes are not paid on this public housing, 
although some of the so-called low rents would be suff- 
cient to support single homes in other areas. 


NEW MEXICO 


Assess- 
Total ment 
Tax to Property Total 
Value Tax 


Rate Value 
$62.11 16% $12,500 $136.66 

A. F. Potenziani of the Mountain States Investment 
Corporation in Albuquerque furnishes me with additional 
interesting information. The reason he states he has 
used the $12,500 value is because this is the average 
priced house, and in his opinion will compare with the 
typical $15,000 house elsewhere consisting of 1,100 sq. ft., 
3 bedrooms, 134 baths, living room, dining room, kitchen 
and storage-service room, and garage or carport. 


Albuquerque (City 
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He states that counties throughout the State have 
been standardizing with little variation either in structure 
or taxes. 

Veteran residents prior to 1952 have a $2,000 ex- 
emption not considered in the above figures; this exemp- 
tion, however, does not apply to that part of the tax 
computation for the support of the County Hospital. 

The portion of the tax rate applicable to schools is 
by comparison a low rate as the bulk of funds for the 
school system is provided for by a 2 per cent state-wide 
sales tax. 

His really pertinent comment is that since their taxes 
are lower than a majority of states, prospective mort- 


parison of actual sales and assessed values to establish 
a ratio which should be applied to the value of all prop- 
erties. 

Texas has no sales tax. They have had substantial 
revenue from a tax on oil production and commercial 
properties have been very reasonably assessed, but as 
allowable production has been cut, they are giving some 


“We all believe it is a desirable thing to have a 
nation of home owners. But many of our veterans 
might be better off to rent rather than to buy and 
subsequently find out the total carrying charges are 


gagees are easier to 
revision of their tax 
expected growth for 
tively minor changes 


qualify, and they believe a recent 
structure has provided for normal 
some time to come with compara- 
in rates. 


LOUISIANA 
Total Tax 
Property Total Tax Non- 
‘City) Value Veteran Veteran 

Alexandria ...... $15,000 $ 31.50 $ 31.50 
Baton Rouge ..... 15,000 21.70 53.44 
Lafayette ........ 15,000 37.50 37.50 
Lake Charles ..... 15,000 121.72 169.67 
Monroe ......... 15,000 105.60 123.94 
New Orleans 15,000 0 153.20 
Shreveport ....... 15,000 58.72 92.92 


Louisiana law exempts from certain taxes the first 
$2,000 of assessed value for veterans. Since most of the 


exemption applies to 


all taxes, except city taxes, the tax 


bill in suburban areas outside of these cities is much 


too rough. 

“It has been too evident in many places in the 
country where population has increased rapidly that 
the new arrival has had to buy in order to have a 
place to live. If it were not for the easy terms, he 
probably either could not or would not commit him- 
self so quickly. A reasonable balance of medium 
priced garden-type apartments should be justified in 
most any city, but they cannot be created either un- 
less the investor gets a fair break on taxes. 

“If taxes get too high, we lenders are in the second 
mortgage business. They are a prior lien and must 
be paid first. 

“When taxes get really high on any income prop- 
erty, we can well wonder just what it means to have 
title to the fee anyway. They begin to look much 
more like a heavy ground rent which means the fee 
is almost meaningless, and what we really have is— 
not real ownership—but only a right to possession 
provided we pay a substantial rent each year. 


“State and municipal expenses have been steadily 
increasing and the real estate owner has been the 


less. In many cases there is no tax at all, with the top 
tax about $50 a year. 

Of course, they are well supplied with natural re- 
sources, but also there is a sales tax of 2 per cent. 


sitting duck.” 


consideration to 


believe they are, 


a sales tax. If they are smart, and I 
they will find some method to prevent 


TEXAS 

Property Total 

Value Tax 
Houston ] $15,200 $276.07 
Fort Worth | 15,400 317.68 

Average Arez <i 

Ste | ‘iene 14,650 226.08 
iit | 14,250 233.60 
Dallas 15,450 233.98 


You will note in these important Texas cities a strik- 
ing conformity to a pattern. There is a reason for this. 
Although legal decisions define value the same as we 
do in Massachusetts as ‘fair market value in cash’ the 
Texas Constitution provides for ‘equal and uniform’ 
taxation of property regardless of type ‘in proportion to 
its value.’ Since many assessment jurisdictions, however, 
follow a policy of assessing property at a ratio of less 
than 100 per cent of market value, the Texas Assessors 
Manual sets forth the need of the use of a Market Index 
Chart which will allow the assessor to maintain a uni- 
form application of assessed value as provided by the 
Constitution. A Tax Research Association has provided 
a study for individual cities showing a periodical com- 


real estate being unreasonably taxed. 


OKLAHOMA 


Average 
Per Cent 


of Home- 
Assess- stead Value 
ment Exemp- of Total 
Value tion Property Tax 
Oklahoma City 25% $1,000 $15,000 $175.00 
Towns of 5/50,000 
population 25% 1,000 15,000 150.00 


Average ) 

Quoting the incoming Vice President of the Mortgage 
Bankers Association of America in regard to the above 
information, he states, ““The tax situation in Oklahoma 
does not present much of a factor in the home building 
or mortgage market at present. However, the taxes are 
going up and in case of a serious recession any material 
difference in the tax on houses of equal size and quality 
within the Metropolitan area would, I am sure, have 
some bearing upon the real estate market.” 
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MARYLAND 


Average 


Assess- 
ment Value 
to of Total 
Value Property Tax 
Baltimore City 70% $15,000 $327.86 
Baltimore County 
Metro. Area 63.5% 15,000 268.35 
Anne Arundel County 
Metro. Area 44% 15,000 136.79 
Prince George’s County 48% 15.000 222.06 
Montgomery County 54% 15,000 188.12 


VIRGINIA 
Fairfax County 33% 15,000 160.87 


DISTRICT OF COLUMBIA 
Washington 18% 15,000 165.60 


Howard Phillips of James W. Rouse & Company, Bal- 
timore, has given an interesting example of the tax effect 
on the mortgage pattern. In the financing of a sub- 
division outside of Baltimore of $20,000 homes during 
the period of tight money and even tighter sales, the 
subdivision pulled 90 per cent of its sales from people 
living in Baltimore City and Baltimore County. In 
talking with applicants, a great deal of emphasis was 
placed on the fact that taxes would be several hundred 
dollars less than in these areas. This meant about $15 


difference in the monthly payment and since it takes 
approximately $5.70 per month to amortize a loan of 
$1,000 over a twenty-five year period, the applicant could 
actually buy a house costing $3,000 more than one 
in neighboring Baltimore County and have the same 
monthly payments. 


PENNSYLVANIA 


Average Average Average 
Assessed Property Total 
Value Rate Value Tax 
Philadelphia 
City) $11,000 $34.60 $15,000 $380.60 


Delaware City 

sub. Phila.) 2,700 71. 
Montgomery City 

sub. Phila. 4,800 60.62 15,000 291.00 


ve) 
’ 


: 15,000 218.27 


Harrisburg 2,100 78.00 15,000 168.48 
Lancaster 6.700 39.50 15,000 230.35 
York 2.580 78.50 15,000 232.54 


These show an interesting example of the variation in 
percentage of value assessed and the tax rates although 
the dollar amount of taxes do not vary so widely. 


MISSOURI 
Assessment 
Percentage Property Tax 
of Value Value Total 
Kansas City 30% $15,000 $224.10 
Springfield 30% 15,000 229.50 


Mortgage Investors 






— your best protection 
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TITLE INSURANCE 
safeguards Mortgage Investments 


Our policies are available to you in Arkansas, Delaware, District of 
Columbia, Florida, Georgia, Louisiana, Maryland, Mississippi, New 
Mexico, North Carolina, 
Virginia, West Virginia and in Puerto Rico. 


THE TITLE GUARANTEE COMPANY 


Home Office + TITLE BUILDING + BALTIMORE 2, MD. 


TELEPHONE: SARATOGA 7-3700 
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KANSAS 
Kansas City 18% 15,000 183.42 


Missouri properties are assessed pretty generally at 30 
per cent of value with a substantial variation in city and 
county rates depending on the size and development of 
city limits. They do have some special school taxes that 
range from .04 per $100 to .75 per $100 not included 
in the above figures. 

The comments from a reputable builder in Kansas 
City follow the same pattern that is becoming more 
prevalent: 

“Our experience has led us to believe that it is more 
desirable to build new homes in an area outside the 
City limits in order to avoid City taxes, and there- 
fore, lowering the qualifying standards on a buyer. 
It is our opinion that the current trend in rising 
taxes on both City, County and State taxes is going 
to force builders to construct smaller houses in order 
to meet a larger percentage of the market.” 


TENNESSEE 
Average 
Assess- 
ment Property Total 
Value Value Tax 
Memphis . .$6,750 $15,000 $200.25 
Nashville (City .. 6,750 15,000 310.50 
Nashville (Sub.) ...... 6,750 15,000 172.13 
Chattanooga (City) ... 6,750 15,000 272.02 
Chattanooga (Sub.) ... 6,750 15,000 157.28 
Knoxville (City ae. 9.000 15,000 408.60 
Knoxville (Sub.) . 6.000 15,000 171.00 


The comments from the last three cities are similar in 
that taxes prevent the building of homes in the cities 
for middle class people, and they fear higher taxes in 
the county because of school costs. 

Memphis has a city and county tax but is allowed to 
annex surrounding communities each year which lends 
some stability to the suburban taxes. 


‘LAND TITLE 


SERVICE 
COVERS 


eo Te 









ALLIANCE - 









CHARDON - CINCINNATI - COLUMBUS - DAYTON - ELYRIA - 


FLORIDA 


Annual Tax 


W ith Without 

Assessment Homestead Homestead 

Percentage Exemption Exemption 
Jacksonville 50% $148.88 $446.63 
Outside city limits 50% 107.88 323.63 
Orlando 60% 161.20 362.70 
Outside city limits 60% 97.20 218.70 

Sanford (City) 63% 

Sanford (County 40% 135.25* 372.75 
Outside city limits 40% 38.50 231.00 


* City millage includes 6 mills for each debt service. 
Homestead Exemption does not apply to this levy. 
Cocoa 75% 200.87* 341.32 

Outside city limits 75% 120.87 217.57 
* City millage includes 2.25 mills for debt service. 
Homestead Exemption does not apply to the levy. 
Tallahassee (City) 65% 
Tallahassee 


County 45% 76.81 255.56 
Outside city limits 54.25 209.25 
Panama City (City) 65% 
Panama City 
County 50% 184.00* 376.50 
* This city does not give a Homestead Exemption. 
Fort Lauderdale 60% 204.32 459.72 
Within or outside the city limits 
Hollywood 60% 212.40 477.90 
Within or outside the city limits 
Pensacola (City 50% 
Pensacola 
County 331.4% 32.50 357.50 
Outside city limits -0 275.00 
Miami 73% 112.00 185.35 
North Miami 62142% 81.51 166.41 
Coral Gables 100% of 
1941 value 87.53 130.83 


Although there is a homestead exemption in Florida 


serience in Ohio Titles 
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of $5,000 of the assessment, this credit does not apply 
against debt service on bonds issued since the constitu- 
tional amendment creating the exemption. But the im- 
portant thing, perhaps, is the necessity of an approval 
by over 50 per cent of property owning voters in a bond 


election to create any such new debt. 


Miami has seen the need for equalization and revision 
of its tax structure and under a new Metropolitan Gov- 
ernment Charter, which embraces all of Dade County, 
there will be one tax authority to make assessments and 
collect the taxes for all of the present municipalities. 
They are now re-assessing all properties which will result 
in many increases, but the millage rate will be substan- 
tially decreased. It is felt that when the Metropolitan 
[ax Authority gets into operation, they will have a much 
better and fairer tax structure than in the past, as now 
the municipalities in the County make their own assess- 
ments and few of them make any sense whatsoever. As 
far as Dade County is concerned, it appears that taxes 
will have a great impact on mortgage loans in the future 
and, as tax rates increase along with assessments, prop- 
erty owners in the lower wage brackets are not going to 
be able to own a home except in the low priced field 
where the homestead exemption is more effective and 
brings the monthly payment within their budget for 


home expense 


In Florida home building is definitely booming again; 
it is not all climate and it is not natural resources. The 
sales tax and homestead exemption are important factors. 
I saw a nice little house built on a cement slab over 
850 square feet selling for $8,700 where the carrying 
charges were under $50 a month, including real estate 
taxes which were fifty cents a month because of the 
homestead exemption of $5,000 of the assessed value. 


The important thing to so many residential buyers 
everywhere is that monthly payment and its relation to 
net take-home pay after taxes. 


We all believe it is a desirable thing to have a nation 
of home owners. But many of our veterans might be 
better off to rent rather than to buy and subsequently 
find out the total carrying charges are too rough. 


It has been too evident in many places in the country 
where population has increased rapidly that the new 
arrival has had to buy in order to have a place to live. 
If it were not for the easy terms, he probably either 
could not or would not commit himself so quickly. A 
reasonable balance of medium priced garden-type apart- 
ments should be justified in most any city, but they can- 
not be created either unless the investor gets a fair break 
on taxes. 


Norman Mason recently remarked that a net income 
of $5,300 after income taxes would allow for proper 
caring for a mortgage obligation of $12,500. He did not 
state the amount of real estate taxes involved, but it 
certainly makes a big difference whether the taxes are 
$200 or $700 


If taxes get too high, we lenders are in the second 


mortgage business. They are a prior lien and must be 
paid first. 


When taxes get really high on any income property, 
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we can well wonder just what it means to have title 
to the fee anyway. They begin to look much more like 
a heavy ground rent which means the fee is almost 
meaningless, and what we really have is—not real owner- 
ship—but only a right to possession provided we pay a 
substantial rent each year. 

State and municipal expenses have been steadily in- 
creasing and the real estate owner has been the sitting 
duck. 

Lloyd George once said that the best tax is the one 
easiest to collect. Obviously, he had a point; the tax 
was on real estate which was fixed and could not be 
Since he made that statement, however, many 
things have changed. Business machines keep track of 
sales and profits, and all of us have to file under oath 
figures with both state and national governments. These 
figures can be substantially checked by investigation and 
information returns of others, and other forms of revenue 


hidden. 


taxes are practical. 

Most of the taxes in the old days, except on farms, 
were assessed to landlords of both residential and business 
properties who, under normal circumstances, could pass 
the taxes along to tenants; so, some flexibility existed. 
We have plenty of examples today in some cities where 
the tenant cannot or will not any longer absorb an extra 
charge on business properties. We have become a nation 
of home owners. In Massachusetts now, many home 
owners—who are voters—live on take-home pay which 
makes no provision for an additional tax on their major 
capital asset—the house which is their home. 

Lyman Ziegler, Municipal Consultant for the Massa- 
chusetts Federation of Taxpayers Associations, recently 
called attention to the fact that during the last few years 
the number of home owning families in Massachusetts 
overtook and passed the number of tenant families, and 
today some 53 per cent or 54 per cent own their homes 
and pay direct property taxes. However, these same 
home owners are as a group apparently apathetic to 
the tax spiral which hurts them and hurts the value of 
their properties. Mortgage lenders just cannot afford 
to be apathetic to this problem. 

A sales tax at least gives the home owner some choice 
as to how he shall spend his income and pay the taxes 
thereon. It also spreads the cost of services and the tax 
base to include not only renters but also transient visitors 
who receive their share of the benefits from our non- 
taxable properties and the services furnished. 

It will also have a tendency, and quite properly, to 
favor the large central cities which furnish so many free 
benefits to commuters and others from Metropolitan 
areas. 

This is not a political argument to favor a sales tax, 
or any other kind of tax. I would rather talk about 
cutting the number of municipal employees and the 
cost of government, but unless our state legislators and 
city administrators become more realistic, we are in great 
danger of destroying our biggest national asset, the value 
of real property, and with it the private construction 
business and the jobs it creates. 

A sales tax with certain necessaries of life exempted, 
however, is not a regressive tax and I do not believe it 





to be as politically significant when it comes to vote 
vetting as many of our legislators seem to think. 

Public construction cannot replace private construc- 
tion. I say cannot advisedly, but we would not like it 
to. It cannot unless we lose a large part of our free 
enterprise and independence and have something that 
looks like a socialistic system. 

These observations are not as pessimistic as they may 
seem because there is more and more national recogni- 
tion of not only the need but the urgency of the problem 
than there is in Massachusetts. 

There is a sales tax now in 33 states, and there is a 
sales tax in each of these states mentioned, except Texas. 
Our local danger is we can wait too long and a new tax 
may have to go to pay for dead horses instead of en- 
couraging the new building we so badly need. Mortgage 
lenders in Massachusetts must be realistic. They are 
beginning to see that so far as bricks and mortar are 
concerned, a mortgage on highly taxed residential real 
estate without the benefit of a government guaranty can 
be a precarious investment. 

If enough government guaranteed mortgages on houses 
are not available, including the legal out-of-state quotas, 
savings banks may have to look again more at carefully 
analyzed income and commercial properties where either 
by good credits, with net leases or escalator clauses, in- 
creasing taxes are provided for. One difficulty here, of 
course, is that in some areas, tenants are only too well 
aware of the dangers and will not commit themselves to 
cover such a contingency; so, the new buildings are not 
being built. 

It seems to me that savings bankers not only have a 
duty, but should have a strong selfish desire for their 
own institutions to do everything possible to help build 
up the economy of their own immediate localities. No 
area wants all types of industry and all types of residents, 
but they should find out what they do want and should 
not rest until they can provide what it takes to attract 
a proper kind of healthy balanced growth. Every day we 
get circulars from other sections of the country. One 
just received from a city in Virginia states “The com- 
munity attitude toward industry is excellent. Our local 
real estate tax is $2.50 per $100 on industry.” They also 
have a state no closed-shop law, and an Industrial Foun- 
dation to help on financing. These things make tough 
competition. 

We have a lot of advantages here in New England, but 
we no longer can be smug about things; we must work 
together and concentrate on constructive area advan- 
tages. One thing we sometimes lose track of about taxes 

it is not only necessary to get your taxes down on your 
own property, the other fellow’s taxes are important too. 
We have to be ready to develop new industries and new 
investment properties, and cannot complain too severely 
if they appear to have some tax advantage, at least 
temporarily, over older properties. Most of our cities 
need payrolls as badly as they need tax revenue. When 
private employment goes down, public employment and 
welfare goes up, which increases taxes. Eighty-five per 
cent of New England’s increase in manufacturing em- 
ployment between 1950 and 1955 was in six industries 
with large research and development expenditures. In 


1955, 30 per cent of all of New England’s manufacturing 
was in products developed since World War II. This is 
really encouraging; it means we can get back where we 
belong. 

The Urban Land Institute studies have demonstrated 
a need for both industry and apartments properly bal- 
anced in traditional bedroom towns to keep even exclu- 
sive residential areas from a dismal outlook because of 
taxes. 

There is a great deal of interest in the New Jersey, 
Connecticut, and Springfield, Massachusetts, tax cases 
based on petitions for 100 per cent assessment of all 
properties. 

There is a lot to say in favor of this if only to empha- 
size the need of revenue from sources other than real 
estate. It would, however, in most cases be too disrupting 
and could create an impossible burden on home owners, 
unless other revenue were available at the time the 
practice was put in effect. 

Assessing departments are not only for the purpose of 
collecting revenue, they are supposed to be smart. Be- 
tween your assessors and the local planning board, they 
can anticipate trends and change in land use patterns 
in a community and save marginal and fringe properties, 
and you as savings bankers, should watch and if allowed 
to, counsel with them. If not allowed, you should make 
your own studies and fight for them. 

The real estate taxes in this area have become a serious 
problem. There are being created too many capital im- 
provement programs, both state and local, without any 
vote of the property owners as required in many states 
and without any new revenue provided to service the 
debt created. A large part of the burden may be placed 
on real estate and, if it is, it certainly will seriously 
affect the desirability of mortgages as investments and 
the flow of mortgage money. It will affect the construc- 
tion industry and the housing market and we will have 
a few areas that will look like ghost towns in our central 
cities. 

We should not be at all happy about the position of 
Northeast Region I in the MBA National Delinquency 
Survey of June 30, 1958. It is the worst of the twelve 
regions on GI and FHA loans, although unemployment 
figures were less than other areas. This seems to be the 
area also of the heaviest taxes. I can’t believe this is 
only a coincidence. 

We, in this area, look very badly in comparison with 
some of the examples I have quoted, but even in many 
of these areas the need exists for tax revision work and 
the use of tax to market value ratio charts creating more 
stabilization and standardization to encourage real estate 
investments of all types. 

We have got to have it along with lower real estate 
tax levies, and bankers, mortgage companies, and local 
mortgage bankers associations should combine forces with 
local taxpayers associations and other civic bodies to keep 
these taxes down. 

Labor and the newspapers must see the problem; it 
is too clear to ignore. We must get their help to solve 
it with their support and effect on public opinion. It is 
for everybody’s good. 


THE MORTGAGE BANKER «+ November 1958 33 








Favorable Factors in the 


Outlook for Real Estate 


The markets may weaken in the coming months until we get 


back into the swing of full employment but, looking over the 


year ahead, there is no reason “to worry about real estate 


investments,” says this national authority on real estate trends. 


{nd during the next several months, he believes, mortgage 


money rates will reflect the trends that are now being 


exhibited in basic money markets, and will rise rather sharply, 


not to their high of last November but not too far away from it. 


erste the real estate point of 
view, residential real estate par- 
ticularly, we can be interested in the 
general business outlook with one end 
result How many consumers are 
there going to be, how much money 
are they going to have, and what is 
their attitude going to be toward pur- 
chase , 

The urban labor force is the guts 
of real estate to use a word my 
The fact is 
that, at the moment, we are in a rash 
Stock market 


mother always despised. 


of national optimism. 


figures are impressive, and market 


prices are going up. Indices of pro- 

People are of 
high-level 
prosperity is around the corner. 


duction are climbing. 


the opinion that a new 


As beguiling as these facts are, they 
are not being reflected in a change in 
We are 
expansion in industrial 


the trends in the labor force 
seeing some 
production but not too much expan- 
sion in industrial employment. 

For example our organization is just 
completing in Detroit a housing mar- 
ket analysis for a builder and a na- 
When the field 


work of this study was done several 


tional manufacturer 


weeks ago, about one person out of 
every five in the Detroit market was 
out of work, 18.4 per cent of their to- 
tal labor force being unemployed. Our 
study indicates that even if the auto- 
mobile industry goes back on a six 
million production level, employment 
at this point is not going to be any- 
thing like what it was the last time 


they produced six million cars. 

Thus, in considering the present 
real estate situation we must translate 
it into growth of labor force in local 
communities, and we are not cur- 
rently getting that growth. 

We had a big bulge in 1950, and 
we had a follow-through on that 
bulge, but toward the end of 1951 we 
began to see a reaction to the Korean 
situation. At that time, our predic- 
tion was that the market would be 
strengthened in 1953, that we would 
have further inflation because of po- 
litical intervention. As we look at the 
outlook at this moment, it seems to 
me that general business is going to 
get better, but it will not be propor- 
tionately reflected in employment in 
the balance of this year. We have an 
election this fall. The indications are, 
by most political analysts, that this 
election will result in a substantial 
swing toward the Democratic Party in 
terms of the Congress. 

Actually, what the voters are saying 
in these elections and what they will 
say in the next elections, are two 
things principally: they don’t like the 
present level of unemployment; and 
they don’t like the trend of world 
politics. 

As a forecaster of business, it has 
been my experience that a man has 
a greater chance of being accurate if 
he can forecast what is going on in 
Washington than he does if he can 
forecast what is going to happen in 
the basic statistics. Our forecast is 
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By JAMES C. DOWNS, JR. 


Chairman of the Real Estate Research 
Corporation, Chicago, before ABA’s 
Savings and Mortgage Division, 
September 1958 


that as a result of the elections this 
fall, there will be a new stimulus in 
the Congress in the first part of next 
year to produce a better climate in 
terms of local employment, which will 
carry with it stimuli in the form of 
new construction, and which will 
carry with it stimuli in the form of 
easier money rates. 

In any event, we believe we will 
see a gradual but slow strengthening 
of the employment markets, but that, 
during the balance of this year, it will 
not be created as rapidly as new hous- 
ing supplies. 

In the past ten months, we have 
witnessed the most tortured gyrations 
of the money rate that have ever been 
experienced in any like period in the 
history of this economy. Last Novem- 
ber, our index of the effective borrow- 
ing rate for real estate borrowers for 
the nation stood at 6.19 per cent. In 
August it stood at 5.41 per cent. Basic 
money markets, which began to go 
down last November, hit their bottom 
in about May and since May have 
been going up. 

But basic money rates are not al- 
ways exactly the same as mortgage 
rates. There are two factors in mort- 
gage rates and one is basic money 
rates. If you take the high-grade bond 
rate—say 3 per cent—the mortgage 
rate is established by what we call the 
mortgage money margin. The mort- 
gage money margin over basic money 
rates may go from a historical low, 
which is very seldom achieved, of %4 





of one per cent, to a high of over 2 
per cent, so that the mortgage rate, if 
basic money rates are 3 per cent, may 
be anywhere from 334, which is un- 
likely, up to over 54% per cent, which 
margin is also unlikely. 

But what has happened in the last 
several months is that whereas money 
rates reached their low, that is, 
reached their low in May and then 
started to go up, mortgage money 
rates didn’t reach their low until 
August because the margin was 
squeezed. 

Our belief is that in the next several 
months mortgage money rates will re- 
flect the trends that are now being 
exhibited in basic money markets, and 
will rise rather sharply, not to their 
high of last November, but not too 
far away from it. 

I happen to be one real estate econ- 
omist that practices what he preaches. 
[ have told audience that I 
have spoken to since 1950 that they 
ought to buy land, if they could, and 
that I wanted to buy land. But I 
know enough about land economics to 
know you shouldn’t ever buy land 
unless you had a use for it. In order 


every 


to have a use for it, I went into the . 


building business and became a Na- 
tional Homes dealer. Last November 
we were paying 13 points discount for 
GI money. We got the money—but 
it cost 13 points. We got down to 
the best deal we made this year at 
+ points. We are now notified that 
our current rate is 8 points and may 
be 9 points. My own feeling is that 
it may go above that. 

The fact is that money rates for 
mortgage lending are on the way up, 
and will stay on the way up for the 
balance of this year. Actually, money 
rates are more nearly affected by poli- 
tics now, and it is now a more de- 
monstrable theorem that money rates 
are controlled by politics than ever 
before. If the election mandate is 
what it appears now to be, the facts 
are that there will be a push for low 
money rates next that the 
rates of the last several months of this 
year will be just as ephemeral as the 
money rates at the beginning of this 
year. ¥ 

One of the difficulties of these 
wildly gyrating money rate situations 
is that one can’t adjust the cost of 
savings as rapidly as he can adjust 
the low income experienced as the re- 
sult of the operation of a portfolio. 


year so 


As we look at money today we must 
admit, I believe, that there is a grad- 
ual erosion of the attitude of people, 
of sophisticated people, towards the 
fixed dollar. I agree 100 per cent with 
the president of your division who 
says that the savers of the country are 
not at a point where they have a dis- 
trustful view of dollars. We have had 
an orderly expansion of the inflation- 
ary move. But the people who put 
their money in savings accounts have 
just as much confidence in a fixed dol- 
lar as they ever did before. 

We are anticipating that a high 
level of savings will continue, that a 
high percentage of these savings, as 
invested, will find their way into real 
estate, but that there will be some 
queasiness on the part of the market 
to go into real estate to the degree 
that we have experienced in the last 
several years. 

This has been the second year of 
a declining volume of real estate sales. 
Last year was not as good for the 
average real estate broker as 1956 ex- 
cept on the West Coast where 1957 
records were made. In most of the 
balance of the country, 1958 has seen 
a decline of somewhere between 10 
and 20 per cent in the volume of real 
estate transactions compared with 
1957; and we are down about 25 per 
cent in the volume of transactions 
from 1956. 

During this period, we have con- 
tinued to add to the supply of real 
estate in this country. For example, 
we have had a bulge in starts this 
year to the latest adjusted level of 
about 1,170,000 starts. Last year was 
a good one in construction of about 
one million starts. The probabilities 
are that this bulge will slow down in 


the last several months of this year, 
because of money rates, but we have 
seen a substantial activity on the part 
of consumers in the low end of the 
markets in the purchase of new 
houses. 

Just as there are two kinds of com- 
modity transactions — spot commodi- 
ties and futures—there are two kinds 
of real estate transactions, the spot 
sale and the optional sale. For ex- 
ample, suppose you are manager for 
J. C. Penney in your town, and you 
get a letter from the company that 
you are transferred to Newark, New 
Jersey. If you are the average middle- 
class man in the United States, you 
haven’t got enough money to buy a 
new house in Newark, before you sell 
your house in Oshkosh. But because 
you have to go to Newark immedi- 
ately you are what we call a spot 
seller. There is a reciprocal between 
time and price. 

What is happening in the urban 
real estate markets today is that spot 
transactions are taking place some- 
where between 8 and 15 per cent be- 
low what the appraiser would say 
these houses are worth. This is not a 
bad situation, because the spot sellers 
are not too large a proportion of the 
market. The spot seller has a counter- 
part, the optional seller. The optional 
seller is this kind: Suppose your wife 
says “Joe, we ought to get a new 
house,” and you say “Well, honey, I 
am perfectly willing to get a new 
house. What will a new house cost?” 
She says “$35,000.” You say “If you 
can sell our house for $25,000, I will 
go for the $35,000.” Your wife be- 
comes an optional seller. She offers 
her house on the market, probably 
for $29,500, and whispers to the 
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broker that if he gives her a fast of- 
fer for $25,000 she may go for it. 


However, I have always said that 
the only thing frozen about real estate 
is the price in the owner’s mind; and 
the value in the owner’s mind of 
what he owns is the highest price he 
had ever heard. That is the standard 


value 


But when your wife gets into this 
optional market, she finds that spot 
buyers and sellers are dealing in that 
house at $22,500. She comes back to 
“Joe, I can’t sell this 
house for $25,000.” You say “Okay, 
that is just fine, honey. We will with- 
draw the house from the market and 


you and says, 


wait instead of buying that new house 


now 4 


This present lowering of spot sell- 
ing and buying is going on underneath 
the markets, and resulting in optional 
buyers and sellers not getting any ac- 
tion on their transactions. The ques- 
tion that we have, in the future of the 
real estate markets now, is whether we 
to reverse the urban labor 
reverse 


are going 


force trends so that we can 
this spot transaction level and bring 
it back up to the concept of value 
where your appraiser thinks it is. The 
next four or five months will supply 


the answer 


Spot trading at below the present 
market will last for the 


this year, maybe into the first quarter 


balance of 


of next year; but in the second quar- 
ter of next year, spot transactions will 
come back up to the classical level be- 
cause we will again see a revival of 
the urbanization of our population 
which has not been going on for the 
last six to eight months. 

So far, these observations have been 


that is, the single- 
family house which represents 80 per 


about housing, 
cent of all real estate transactions and 
is the most important single aspect of 
the market to most mortgage invest- 
But there are other factors. One 
is rental housing. In this period when 


ors. 


we have not added new jobs in the 

the average com- 
United States today 
there are fewer jobs filled than there 


community, (in 
munity in the 


were a year ago, and jobs are what 


makes consumers) we have seen an 
increase in vancancy, not an alarming 
increase but a steady and gradual in- 
We 


spot selling prices, and we have seen 


crease have seen a decline in 





almost a cessation of the rise in resi- 
dential rents. Notwithstanding, we 
are bullish on well-located apartment 
buildings. We believe in re-centraliza- 
tion. 

I spoke in Chicago about five years 
ago before the State Street Council 
and said I believe that re-centraliza- 
tion would take over as a major urban 
trend. Many people thought, “Well, 
Downs is just trying to dream up an 
optimistic message for the State Street 
Council.” The fact is, however, that 
if you drive on Lake Shore Drive, 
north or south, you will see 15,000 
new apartments, all of which are oc- 
cupied by above-average to high-in- 
come families. In the downtown 
district you will see a virtually un- 
commercial 


precedented revival of 


construction. 

As for 
other major companies moving out to 
the sticks—the great emphasis on that 
movement is over. 
cause our entepreneurs and our capi- 
tal have now finally gotten enough 
fortitude to risk some investments in 
downtown areas. We did a study not 
long ago for one of the major glass 
companies in Toledo. The president 
said “We would like to build a new 
building, but we think everybody is 
moving out to the sticks.” I said, 
“Well, perhaps we better do a study 
of it for you.” And we did. 


insurance companies and 


The reason is be- 


We found that in Toledo nobody 
had built a square foot of grade-A 
office space downtown for anybody to 
occupy since 1930. We had not done 
it in Chicago until the Prudential 
came with risk capital to build a mil- 
lion feet to rent at $5.90 a 
square foot. Everybody in Chicago 
was scared to build a building. When 
they announced the Prudential build- 
ing, many proprietors of buildings 
said, “Oh, that is a terrible thing. It 
will ruin the market. It will mean an 
oversupply.” 


square 


What has happened? Within one 
year of the time it opened, the build- 
ing was 98 per cent rented at $5.90 a 
square foot. We have now built all 
kinds of new buildings in the down- 
town area at over $5.90 a square foot. 
They are well occupied. What of these 
new apartments? They are 100 per 
cent occupied. 

The reason people went outlying is 
because they were forced to do so 
by dead capital in the centers of cities. 
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We are bullish also on commercial 
properties. The United States at one 
time was largely an agrarian economy. 
As a matter of fact, in our early his- 
tory it took the labor of 97 people on 
the farm to support three people in 
town. I can remember back when 
Roosevelt used to refer to the third 
of the country that was agriculture, 
the third of the country that was in- 
dustry, and the third of the country 
that was professional and commercial. 
Last year, for the first time in the 
history of any economy anywhere, 
more than half of the people of the 
United States neither made anything 
nor grew anything. They were para- 
sites—like you and I. We need more 
people today to serve the people who 
are making something and growing 
something. We have already passed 
the peak of our industrial employ- 
ment. We are going to employ a lesser 
and lesser percentage of our people 
in industry and agriculture than we 
ever have before. 

As to industry, there are three rea- 
sons why industrial plants are built. 
The first is because industry finds that 
it needs more capacity. The second is 
that industry finds that its manufac- 
turing methods are outmoded and it 
needs to build a plant because of tech- 
nological improvements. The third is 
that industry needs to locate some 
place because of an expanding mar- 
ket. 

All those three reasons are a little 
different today than they were two 
years ago. 

Technologically, we believe that 
more industries will find that they 
have to build plants in order to match 
modern methods and modern costs. 
Market-wise, if you are in an expand- 
ing territory, like the Southwest or 
West or Far South, industries will lo- 
cate factories because they have to 
get close to new markets. In terms of 
capacity, there is a common feeling 
in America today that we have too 
much capacity. I think this is com- 
plete nonsense. 

There isn’t any real estate depres- 
sion in the offing. The markets may 
weaken somewhat in the next two or 
three months until we get back into 
the swing of full employment. But 
as we look over the year ahead, we 
need not worry about real estate in- 
vestments. 





SMALL BUSINESS FINANCING 


A New Opportunity for Mortgage Bankers 


NTEREST is growing throughout 
I the mortgage banking industry in 
the possibilities for service and profit 
that are offered by the Small Business 
Investment Act of 1958. To help meet 
the growing demand for information 
on this legislation, this article will de- 
scribe its main features in some detail 
and endeavor to point out the reasons 
why mortgage bankers are well suited 
to participate in its program. 

In the words of the Report on the 
legislation by the House Banking and 
Currency Committee, “The primary 
purpose of the bill as reported is to 
make equity-type capital and long- 
term credit more readily available for 


small business concerns.* The bill 
proposes to achieve this purpose 
through encouraging the establish- 


ment of privately owned small busi- 


The bill 


ness investment companies. 


*“Small business is defined as ‘‘one which is 
independently owned and operated and which is 
not dominant in its field of operation. In addition 
to the ‘foregoing criteria the Administration, in 
making a detailed definition, may use these criteria, 
among others: Number of employees and dollar 
volume of business.”’ 


would provide financial assistance to 
help meet the initial capital require- 
ments of these new investment com- 
panies and also for expansion of their 
operations. These companies would 
in turn make equity-type loans and 
extend long-term credit to small busi- 
ness concerns. Thus, there would be 
no direct Federal investment in any 
small under this 
program.” 


business concern 

Although the measure was among 
those pushed through during the fran- 
tic final two weeks of the last Con- 
gress, its provisions had been given 
long study by both House and Senate 
committees aided by special research 
in the problems of financing small 
business by the staff of the Federal 
Reserve Board. 

From the studies it had made and 
from the testimony offered to it, the 
Congress convinced itself that the 
most unsatisfied financial need of small 
organizations is long-term 
loans, equity investment, or equity-type 
credit. The commercial banking sys- 


business 


tem, it found, is not prepared or de- 
signed to satisfy needs for equity or 
long-term credit. The financial opera- 
tions of the Small Business Adminis- 
tration itself are limited to short-term 
and intermediate-term credit. The ex- 
isting savings institutions, such as life 
insurance companies and _ savings 
banks, were found to be either legally 
otherwise disinclined, to 
kind of credit 


unable, or 
make 
needed. 


available the 


The new legislation, therefore, is 
intended to fill the gap. It contem- 
plates the formation of small business 
investment companies under state 
charter or, for a period of three years, 
by federal charter where a state has 
not made suitable provision for estab- 
lishing such institutions. A small busi- 
investment company may be 
formed by 10 or more persons.** It 
must have a paid-in capital and sur- 


ness 


**This requirement is for federally chartered com- 
panies, and not necessary for state chartered com- 
panies, which are subject to the laws of their states. 
It is to be noted that this requirement does not 
apply to the number of stockholders. An invest- 
ment company might have only one stockholder. 


Something distinctly new has been added to the outlook for more diversified operations for mortgeve 


bankers—the possibilities for a brand new type of lending activity under the Small Business 


Investment Act of 1958. 


Already some in the industry are contemplating entering this field and at least 


two firms have made plans to do so. This is a brief analysis of what the Act is, what are its aims and how 


mortgage bankers may be particularly well suited to taking advantages of its provisions 


By FRANK J. McCABE, JR. 
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plus of not less than $300,000, of 
which up to $150,000 may be ob- 
tained from the Small Business Ad- 
ministration through sale of subordi- 
nated debentures. The SBA may also 
lend investment companies up to 50 
per cent of their paid-in capital and 
surplus; and companies may also bor- 
row from other sources under limita- 
tions to be established by SBA. Na- 
tional banks and state banks that are 
members of the Federal Reserve Sys- 
tem may invest up to | per cent of 
their capital and surplus in investment 
company stock. 
Small 


panies are 


business investment com- 


authorized to purchase 
convertible debentures of small busi- 


nesses, containing terms and condi- 
tions prescribed by SBA. In connection 
with such purchases the issuing con- 
cern may be required to refinance its 
the 


investment company is its only credi- 


outstanding indebtedness so that 
tor and it also may be prohibited from 
insuring further indebtedness without 
the investment company’s approval. 
Whenever an investment company 
purchases convertible debentures, the 
issuing concern must in turn purchase 
stock in the investment company in an 
amount equal to 2 to 5 per cent of the 
amount of capital provided. 

Small 


nies are authorized to make loans “of 


business investment compa- 


such sound value, or so secured, as 


reasonably to assure repayment” to 
small business concerns, both incorpo- 
rated and unincorporated. These loans 
may be made directly or in participa- 
tion with other lending institutions. 
The maximum interest 


loans is to be set by the SBA. 


such 


rate on such 
The 


maximum maturity of loans is 
20 years, but an investment company 
extend the 


for an additional 10 years if such ex- 


may maturity of a loan 
tension will aid in the orderly liquida- 
a loan. 
the SBA, the total amount which a 


small 


tion of Without approval of 


business investment company 
may lend and invest in a single small 
business concern may not exceed 20 
per cent of the combined capital and 
surplus of such investment company 
subordinated debentures purchased 
by the SBA under the Act are treated 
as part of capital and surplus for pur- 
poses of this limitation 

The Securities and Exchange Com- 


mission is authorized to exempt se- 


curities issued by small business invest- 


ment companies from its regulatory 
provisions where it finds that the ex- 
emption will not jeopardize the pro- 
tection of investors or the public in- 
terest. Such exemption, however, does 
not relieve the company of the penal- 
ties of the SEC statute for a 300 per 
cent asset coverage for indebtedness. 
No definite debt-to-capital ratio is pre- 
scribed in the new legislation because 
of the experimental nature of the 
program. 

In support of the objectives of the 
Small Business Investment Act, the 
recently enacted Technical Amend- 
ments Tax Act includes the following 
important provisions designed to help 
increase the amount of private funds 
available to investment companies. 

Taxpayers investing in the stock 
of small business investment compa- 
nies would be allowed an ordinary- 
loss deduction rather than a capital- 
loss deduction on losses arising from 
worthlessness or sale of such stock. 
Small business investment companies 
would also be allowed an ordinary 
loss deduction, rather than a capital 
loss deduction, on losses sustained on 
convertible debentures, including stock 
pursuant to the conversion 

The loss deduction would 


received 
privilege. 
included losses due to worthlessness as 
from sale or 
The small 


those 
exchange of the security. 


well as arising 
business investment companies would 
also be allowed a deduction of 100 
cer cent of dividends received from a 
taxable domestic corporation rather 
than the 85 per cent deduction al- 
lowed corporate taxpayers generally. 

This is the framework of the new 
system of Be- 
cause of their knowledge of business 
conditions and needs in their market 
areas and their experience in dealing 
in a not altogether dissimilar field of 
activity, mortgage bankers as individ- 
uals are likely to be well suited to 
participate in the organization and 
management of small business invest- 
ment companies. The stock investment 
may be made either as an individual 
or as a corporation. In the latter case, 
mortgage financing and small business 
financing might be conducted as par- 


financial institutions. 


allel operations. 
Another 
mortgage 


possible advantage to a 
company in entering this 
area of activity would be the feeder 
that it might provide for mortgage 


and insurance business. In turn, the 


38 THE MORTGAGE BANKER + November 1958 


mortgage end of the business might 
in some cases lead to business for the 
investment company. Still another 
and perhaps the most important ad- 
vantage would be the opportunity of- 
fered for diversifying activity and ob- 
taining a total operation less subject 
to fluctuation than is frequently true 
of mortgage lending. 

While regulations for the operation 
of these companies have just become 
available, applications for federal 
charters are already being made and 
a number of companies have already 
been created under state law and have 
entered their requests for federal par- 
ticipation. Further information may 
be obtained by writing to the Small 
Business Investment Division, Small 
Business Administration, 811 Vermont 
Avenue, N.W., Washington 25, D. C. 


The Small Business Administration 
issued its complete rules and regula- 
tions under the new Act, and an- 
nounced that it is now ready to receive 
applications for loans from States and 
local development companies. 

Wendell B. Barnes, SBA Adminis- 
trator, said all field offices of his 
agency have been instructed “to begin 
accepting applications for loans’ im- 
mediately. He promised processing 
will be handled “as rapidly as pos- 
sible,” and “it should be possible for 
the Small Business Investment Divi- 
sion to begin disbursing funds in a 
few weeks.” 

Rules and regulations under which 
loans will be made include a policy 
statement which declares that “the 
maximum participation of private fi- 
nancing” is to be utilized and no loans 
“shall be made if the effect will be to 
cause substantial increase in unem- 
ployment in any area of the country.” 

It is specified development com- 
panies “may be organized either as 
a profit or non-profit enterprise.” 

The new regulations provide that 
an applicant for a loan must show that 
“a participation by another lending 
institution is not available. No finan- 
cial assistance shall be extended in 
participation with another lending 
institution on an immediate basis un- 
less the applicant shall show that a 
participation on a deferred basis is 
not available.” 

Interest on loans is set at 52 pet 
cent a year. 


It’s Time for a Greater Exploration of the 
Unknowns in Conducting a Mortgage Business 


INCE this business of mortgage 
~ lending is largely a development 
of the past quarter century, it is 
understandable that during this period 
of rapid growth many areas of activity 
which comprise our industry should 
remain somewhat obscure to even the 
most successful operator. Many op- 
erations of the industry are carried 
on every day with too little knowledge 
of every factor which enters into them, 
factors of cost, of method, of time 
consumed. But as the industry attains 
greater maturity, the need for more 
accurate information upon which 
more reliable operations can be con- 
ducted becomes more acute. Mortgage 
banking is a field of credit about 
which too little is known and about 
which considerably more must be 
known if it is to discharge its respon- 
sibilities and do the best job. 

Research is the answer, as it has 
The MBA 
MBA 


been for every industry. 


Research Committee and the 


Broad Range of Appeal 
Banking for Executives 


HILE MBA’s principal effort 

in the field of industry educa- 
tion, The School of Mortgage Bank- 
ing and its predecessor Seminars, has 
always been directed primarily to the 
younger men and women who have 
been working in mertgage banking 
for a limited time or have just entered 
it, an analysis of the pesitions held 
by students over the past 12 years 
shows that those with major respon- 
sibilities in the firms constitute an 
important number. This has been 
true from the initial Seminar in 1946 
and remains true today. But just how 
important is this group of men and 
women is shown by 1958 statistics 
which indicate that 112, or 24.8 per 
cent ef the 452 enrolled, held the title 
of president, partner, executive vice 
president, vice president, or assistant 
vice president of their respective com- 
panies. In addition, more than 40 
other titles were used in indicating 
company positions and, in general, all 
of these, including trainees, found a 
program within the scope of their 


Research Department are taking a 
new look at this problem and making 
plans for the most useful research 
projects that could be undertaken. 
From many sources have come sug- 
gestions and each one is being studied 
carefully. But a wider range of opin- 
ion is sought, so that as many sug- 
gestions as possible can be considered. 

What do you, 
mortgage man, see as a valuable study 
which might be undertaken? What 
phase of your business could MBA 
explore profitably to secure more sci- 
entific and factual data upon which 
you could depend? 


as a working 


The Research Committee and the 
Research Department urge you to 
give the matter thoughtful considera- 
tion and then submit your sugges- 
tions. Write Samuel C. Ennis, Chair- 
man, Research Committee, Mortgage 
Bankers Association of America, 111 
West Washington St., Chicago 2, IIli- 
nois. 


of School of Mortgage 
Indicated by Data 


interests and understanding, and a 
faculty with the ability to adapt the 
material to the benefit of all. 

While admittedly titles, as such, do 
net always have the same meaning 
in a field as varied and as flexible 
as the mortgage industry, they do 
nevertheless reflect the area of general 
responsibility. This year’s sessions of 
the School reveal a wide range of 
responsibility of those attending. For 
instance, assistant vice president led 
the field with 51 students registered, 
vice president was next with 50, man- 
ager next with 43, assistant secretary 
with 29, and assistant manager, super- 
visor, and appraiser followed with 
25 each. With less frequency, but 
very much within the scope of in- 
struction, were such classifications as 
administrative assistant, assistant to 
president, assistant to vice president, 
associate, executive assistant, director, 
assistant director, treasurer, assistant 
assistant cashier, 


treasurer, cashier, 


secretary, assistant supervisor, chief 
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accountant, solicitor, mortgage loan 
representative, mortgage interviewer, 
mortgage underwriter, loan officer, 
loan inspector, loan processor, assistant 
mortgage officer, negotiator, mortgage 
loan originator, service manager, 
mortgage loan assistant, loan closer, 
loan reviewer, investment assistant, 
field representative, contact man, 
clerk, and trainee. 

Thus, MBA’s School of Mortgage 
Banking is becoming increasingly rec- 
ognized as a post graduate course in 
the field of lending on real estate, or 
as some prefer to term it, a “refresher” 
course designed to include the basic 
subjects with each one brought up 
to date and incorporating every inno- 
vation and development. That the 
School has been able to incorporate, 
in its limited sessions held over a 
relatively brief period of time, the 
subject material that would satisfy 
both the newcomer to the business as 
well as the most experienced person- 
nel is an accomplishment of no small 
dimensions. 

Less than a generation ago mort- 
gage lending was a relatively simple 
operation—extremely simple when 
compared to the complexities which 
surround it today. The day is past 
when one entering the field could feel 
secure in a certain amount of basic 
knowledge and experience; today the 
industry’s operations and procedures 
are changing almost daily. All this 
is the price the industry pays for 
freeing itself from the confines of a 
localized credit operation into one of 
national scope, affected by many other 
operations in many other economic 
fields. Thus, like the educator, the 
physician and other professional peo- 
ple, the successful mortgage banker 
must keep abreast of every develop- 
ment in his field. The School, of 
course, is the place for it. Conse- 
quently, in looking ahead to 1959, 
ask yourself if you could not profit- 
ably refresher 
course in your 
other members of your staff, the most 


use a concentrated 


business—as well as 
experienced as well as the newcomers. 

The 1959 sessions of the School will 
be held as usual in June, July and 
August at Northwestern and Stanford 
Universities (see calendar page 3) but 
the exact dates have not yet been 
confirmed. 
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Citizens Mortgage Corp., Detroit, and member, 


fs Servicing Tips from the Top ; 


4 monthly department about Mortgage Loan Servicing conducted by W. W. Dwire, 
Mortgage 
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The Average Service Fee Factor 
By L. K. HORN 


Secretary-Treasurer, Lon Worth Crow Company, Miami 


BOUT 


method of computing service 


five vears ago a new 
fees was born. The method incorpo- 
rated the use of a weighted average. 
lo date quite a few have taken ad- 
vantage of this time-saver but its use 
is not as prevalent as the saving seems 
to warrant. 

At the last MBA Servicing Com- 
mittee meeting, this subject was dis- 
cussed at length and it 
decided that it should again be 
brought to the attention of the MBA 


great was 


members. 

Use of the average is only valuable 
where the servicing is done by hand 
or on bookkeeping machines. It is 
not practical on tab equipment. Also, 
it is only beneficial where the port- 


folios are made up of a number of 
varied interest rates and service fees. 

To compute the average factor, 
break your loans down by investor or 
first, by 


serv ice fee 


correspondent into groups 


interest rate and then by 


under each interest rate. When this 
is done and the principal balances are 
determined for each group, your next 
step is to compute the interest and 
service fee for a one-year period on 
each group. After totalling the inter- 
est and service fees for all the groups, 
you can then divide the interest total 
into the service fee total giving the 
average weighted factor 

This average percentage is then 
taken of the total interest collected 
for a given period resulting in the 
service fee to be retained by the cor- 
respondent. It sounds simple and it 
is; however, an investor-correspondent 
agreement must be reached as to its 
acceptance. Once it is put into effect, 
it will only be necessary to compute 
a new percentage approximately every 
six months unless there would be an 
extra large group of loans or one or 
more extremely loans put on 


the books. 
One thing that must be remembered 


large 


Idea For Explaining Late Charge 


By JAMES T. HILLMAN 


Secretary-Treasurer, Securities Mortgage Company, Seattle 


E have including 
excerpts FHA and 


VA Regulations on our delinquency 


that 
from the 


found 


notice has eliminated muck. argument 
concerning the amount of late charges 
that a borrower must pay when he is 
delinquent. The excerpts have been 
carefully extracted from the Regula- 
tions to eliminate any needless confu- 
sion. These excerpts appear on our 
notice as follows: 

EXCERPT FROM FHA 

MORTGAGE FORM 2189-m: 

“The mortgagee may collect a ‘late 
two cents 


charge’ not to exceed 


2¢) for each dollar ($1) of each 
payment more than fifteen (15) 
days in arrears to cover the extra 
expense involved in handling de- 
linquent payments.” 
EXCERPT FROM VETERANS 
ADMINISTRATION 
MORTGAGE FORM VB4-6345: 
mortgagor will pay a ‘late 
charge’ not exceeding four per 
centum (4%) of any installment 
when paid more than fifteen (15) 
days after the due date thereof to 
cover the extra expense involved 
in handling delinquent payments.” 
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is that an average will only be effec- 
tive over a long period of time. Nor- 
mally, if the actual were compared to 
the average, for a short period, there 
would be a variance; however, the 


variances would be minimized over 
an extended period. 
The savings from this plan are 


easily discernible as it is only necessary 
to make one service fee computation 
for each remittance. This saving by 
far offsets the time required to com- 
pute the average factor. 

Editor’s Note: The above article 
been condensed considerably for pub- 
lication in this and anyone 
destring additional information can 
obtain it by writing to Mr. Horn. 


New IBM Series 


The International Ma- 
chines Corporation recently announced 
a new series of equipment which may 
be of considerable interest to the small 
and medium volume members who, to 
date, have been unable to use tabulat- 
ing equipment for cost reasons. This 
new equipment, known as the IBM 
Series 50, will do a complete mortgage 
accounting job for considerably less 
money than is possible with the stand- 
ard IBM equipment. For example, a 
complete installation including a Cal- 
culator for the automatic calculating 
and punching of payment cards can 
be had in the Series 50 equipment 
for under $600 per month including 
the manufacturer’s excise tax. Without 
the Calculator, the installation can be 
had for less than $400 a month in- 
cluding the manufacturer’s excise tax. 

Should have an interest in 
learning more about this equipment, 
please write directly to your Editor 
or to Jim Wasson at the headquarters 
office. Should sufficient interest be 
expressed by the members, it is quite 
possible that a complete program 
could be developed and made avail- 
able to those requesting it. The com- 
pany will display the Series 50 
equipment at the Convention. 


has 
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Texas MBA Servicing and Production Seminar 


Texas MBA held its annual Mort- 
gage Seminar at the Shamrock Hilton 
Hotel in Houston in September. Serv- 
icing and production problems were 
highlights of the meeting. One feature 
was an investors panel, shown here in 
session. 

Left to right, Fred K. Cordes, vice 
president, Bowery Savings Bank, New 
York; James G. Wasson, MBA Di- 
rector of Accounting and Servicing; 
Robert E. Smith, second vice presi- 
dent, Mutual Benefit Life Insurance 





Co., Newark; Thomas E. McDonald, 
T. J. Bettes Company, Houston; John 
K. Benoit, manager, finance depart- 
ment, investment records section, 
Equitable Life Insurance Co. of Iowa, 
Des Moines; Richard K. Hillman, as- 
sistant vice president, Cambridge Sav- 
ings Bank, Cambridge, Mass., repre- 
senting Massachusetts Purchasing 
Group; and P. H. Finley, superin- 
tendent, services division, mortgage 
and real estate department, Connec- 
ticut General Life Insurance Co. 


Lex Marsh Is President MBA of the Carolinas 





The Fall Meeting of the recently 
created MBA of the Carolinas con- 
sisted of a full one-day program and 
featured Miles L. Colean, Washing- 
ton, D. C. economist, as its luncheon 
speaker. Mr. Colean discussed 
“Trends in the Mortgage Industry.” 
Speakers at the morning session in- 
cluded: Calvin G. Ridgeway, vice 


president, C. Douglas Wilson & Co.. 


Grecville, S. C.; M. G. Follin, vice 
president, Pilot Life Insurance Com- 
pany, Greensboro, .N. C.; and Robert 
Tharpe, chairman of the national 
MBA Legislative Committee and pres- 
ident, Tharpe & Brooks, Inc., Atlanta. 
The afternoon session was devoted to 
a panel discussion of “Everyday Prob- 
lems in a Mortgage Bariking Business.” 
Cliff C. Cameron, president, Cameron- 


THE 





Brown Company, Raleigh, N. C., was 
panel moderator. This year’s officers 
(photo, below) are: secretary-treas- 
urer, T. W. Crutcher, Jr., secretary- 
treasurer, H. Y. Dunaway-Crutcher 
Mtge. Co., Charlotte, N. C.; vice 
president, Calvin G. Ridgeway; vice 
president, J. Alton Stanford, president, 
Curtis-Smithdeal, Inc., High Point, 
N. C.; president, Lex Marsh, presi- 
dent, Marsh Land Company, Charlotte. 

The pattern seems to have been 
set for getting the federal government 
deeper and deeper into the field of 
housing and housing finance and the 
prospects now are that the pressure 
will be greater in 1959 than it was in 
1958, Mr. Tharpe told the Carolina 
members. 

“We have to face the fact that 
every year brings forth more and 
more extravagant proposals for taking 
government more deeply into the 
province of private mortgage finance,” 
he said. “The danger is that what 
seems extravagant one year looks mild 
the following year. 

“We have just seen how that can 
happen even from one month to the 
next. When we look ahead to the 
probable composition of the new Con- 
gress, we can be assured that the 
pressure on us will be greater in 1959 
than it was in 1958.” 

Mr. Tharpe related the background 
of the 1958 housing legislation based 
upon his appearances before the vari- 
ous committees of the Senate and 
House. 

Continuing, he said: “We have to 
learn that if this flood is to be kept 
back, those who are devoted to a 
private economic system must cease- 
lessly carry on a program of education 
and advocacy of their point of view. 

“It may look like a losing fight to 
you; and I must say there have been 
times this year when I was pretty dis- 
couraged. But I say, nevertheless, 
that, if we lose the fight it is simply 
because we have not fought hard 
enough. The past months have shown 
what can be done when we really get 
stirred up. 

“These omnibus bills are reckless, 
log rolling affairs, where every one 
who wants to get his hand in the 
Treasury till tries to do so. Private 
credit and private building has never 
had any advantage to gain from an 
omnibus bill.” 
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INFLATION AND MORTGAGES 
(Centinued from page 25) 
cold or warm or hot, whether we 
were in a recession or in a period of 
expansion, whether profits were going 
up or going down, whether produc- 
tivity was on the increase or on the 
decline. This situatien has vastly ag- 
gravated the problem that the country 
faces. We have now come to a time 
of reckoning. It is as simple as that. 
At this critical time we find our- 
selves without a sure means for solv- 
ing the problem of the wage-push. 
Admittedly it cannot be solved wholly 
by monetary But monetary 
actions can exercise a tempering influ- 
ence even here; and the fact that they 
cannot do the whole job is no reason 
for abandoning the part they can do. 
What we have now to recognize is 


actions. 


the circumstances I have 
described, the federal government 
cannot take about $12 billion of new 
money out of the credit stream in a 
year’s time without penalizing other 
What we have now to 
face is a choice of altogether losing 
control of our fiscal affairs or of pay- 
ing the price that control imposes. 
[he price that we have to pay is 
that of higher interest rates on our 
mortgages. The price probably also 
involves, for a time at least, financing 
fewer houses than we should like. 

accept these 
however, we have, it seems to me, an 


that, under 


borrowers. 


As we necessities, 
obligation to do all we can to see to 
it that mortgages are not unduly pe- 
nalized and that house building is not 
unduly short 
We have an obligation to insist 


restricted even for a 
time 
that mortgages have the same priv- 
ilege of competing for the available 
supply of credit as is allowed to other 
forms of investment. I point again to 
the fact that in the area where mort- 
able 
the area of conventional home mort- 
gage lending—they have, over the 
past eight years of one war and two 
fluctua- 
tions compared to the violent shifts 
in FHA and VA activity. This record 
shows that when the mortgage is free 
to compete, it can get its share of the 
with all the others in the 
market and, from all the evidenee we 
have, it can do so without paying a 
increase in the price of its 
money than do these others. 

Chere is no answer to eur problem 
interest 


gages have been 


to compete 


recessions, been only minor 


money 


greater 


but a freely moving rate, 





New Members in MBA 











ALABAMA, Huntsville: Murphree Mort- 
gage Company, E. Dawson George, vice 
president. 

COLORADO, Greeley: The Greeley Na- 
tional Bank, George Lyons, vice president. 

FLORIDA, Tampa: Southeastern Mort- 
gage Company, James R. Dezell, vice 
president and manager. 

GEORGIA, Columbus: Foley, Chappell, 
Kelly & Champion, K. M. Henson. 

ILLINOIS, Rock Island: lowa Securi- 
ties Company, Richard E. Orr, assistant 
vice president. 

IOWA, Cedar Rapids: lowa Securities 
Company, Donald E. Gough, assistant 
treasurer; Des Moines: lowa Securities 
Company, Keith G. Howard, Secretary; 
Ottumwa: lowa Securities Company, How- 
ard C. Westphal, assistant secretary. 

KANSAS, Salina: City-Wide Mortgage 
Company, Weldon G. Holt, vice president; 
Topeka: J. C. Sargent Mortgage & In- 
vestment Co., Inc., Harry G. Corby, Jr., 
executive vice president; Wichita: City- 
Wide Mortgage Company, Oscar Nyberg, 
viee president; The Wichita Mortgage Co., 
Inc., Harold L. Hurtt, Jr., vice president. 

KENTUCKY, Louisville: The Kendall 
Co., Paul M. Kendall, president. 

MARYLAND, Seat Pleasant: Bank of 
Maryland, James P. Casbarian, president. 

MICHIGAN, Detroit: Franklin Mort- 
gage Corporation, Benjamin Levinson, 
president. 

NEW YORK, Buffalo: Liberty Bank of 
Buffalo, John R. Bryan, mortgage officer; 
Jamaica: Harry G. Gebhard, Inc., Harry 
G. Gebhard, President. 

OHIO, Cincinnati: The Southern Ohio 
National Bank, G. Andrews Espy, presi- 
dent; Thomas & Hill, Inc., Erick B. 
Yeiser, vice president. 

OREGON, Portland: Oregon Mutual 
Savings Bank, W. H. Ragsdale, president. 

TEXAS, Houston: The Republic Cor- 
poration, Bennett B. Bintliff, executive 
vice president; Temple: Temple National 
Bank, S. R. Greenwood. 

WASHINGTON, Seattle: Prudential 
Mutual Savings Bank, D. K. McClure, vice 


president. 





whether we take the’shert view or the 
long view of our predicament. There 
is no other way than this for coping 
with the frequent shifts in market 
conditions that are certain to confront 
us. The attempts that so far have 
been made to find another way offer 
the best proof we have that it cannot 
successfully be done. 

Direct government lending at a sub- 
market interest rate, such as has been 
carried on by the VA, will not solve 
the problem. Indirect government 
lending at a submarket interest rate, 
as has been tried this year under the 
special assistance “Program 10” of the 
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Federal National Mortgage Associa- 
tion, will not do it. Because these 
kinds of operations offer a bargain 
not obtainable elsewhere, they can 
never meet the need they stimulate, 
even if all the resources of the Treas- 
ury were at their disposal. And be- 
cause, therefore, they must be limited, 
they must favor the few as against the 
many. 

Actually these eperations make mat- 
ters worse for the many that are ex- 
cluded from their benefits than might 
otherwise be the case. They do this 
because they add to the amount of 
money that the Treasury has to take 
eut of the market—for, after all, there 
is ne place else to get it. And, when 
they do this at a time of restricted 
supply, they deminish the amount of 
funds available to other buyers and 
foree its price up still further. 

All this should be as simple as day 
and night, and I am continually 
amazed that facts so simple appear te 
be so hard to recognize, to accept, and 
to act upon. We must, at least, not 
allow ourselves to be deluded as to the 
true source of our repeated difficul- 
ties. We must make every effort to 
help those who control our destiny 
see where the trouble lies. We must 
have faith that in the end, if we do 
net fail in our own convictions, the 
logic of the free market will prevail. 


NATION ON THE GO 
(Continued from page 21) 
opportunities fer the individual. But 
mobility has not been cenfined to 
people alone. It is also evident in 
many areas of economic activity—in 
the decentralizatien trend in business 
and industry, in the extent to which 
new plants have been built outside 
city limits all over the country, and 
in the beem in shopping centers and 
ether types of building as well as 

homes in the suburbs. 

Equally apparent is the mobility of 
capital and investment funds made 
available by the life insurance com- 
panies and ether thrift institutions to 
help provide the mertgage and other 
funds necessary for the nation’s ex- 
pansion requirements. The trend of 
life insurance investments, for exam- 
ple, shows a close cerrelation between 
the growth and mevement ef popula- 
tion and the flow of funds for financ- 
ing homes and enterprises in principal 
regions of the country over the past 
decade. 





One of the mortgage industry’s out- 
standing representatives — for nearly 
seven years in public life in the cap- 
ital—has returned to the fold with 
the resignation of W. Walter Williams 
as Under Secretary of Commerce, to 
resume his former position as Chair- 
man of Continental, Inc. of Seattle. 
The President accepted his resigna- 
tion “with great personal regret,” but 
acknowledged that he 
Mr. Williams’ reasons for returning to 
private life. He said, “Certainly, you 
can be proud of the find contributions 
you have made both to the Adminis- 
tration and to the Department. Your 
suidance and advice has been most 
effective and, I know, appreciated by 
have 


must respec t 


those of us with whom 
worked during your service with the 


You carry with 


you 


Federal Government. 
you my warmest personal thanks for 


a job well done and my sincere best- 


wishes for every success in the years 


ahead.” 

Mr. Williams, who was president oi 
MBA 
the first Eisenhower boosters and was 
active in the Citizens for Eisenhowe1 


in the early 30’s, was one of 


movement. 


John F. Austin, Jr., president, T. J. 
Bettes Company, Houston and Guy 
T. O. Hollyday, chairman of the 
board, Title Guarantee Company, 
Baltimore, have been reappointed to 
the Committee on Construction and 
Civic Development of the Chamber 
States 


been 


of Commerce of the United 
1958-59, it 
announced by Chamber President 
William A. McDonnell. H. Ladd 


Plumley, president, State Mutual Life 


for the year has 


Assurance Company of America, 
Worcester, Mass., is among the newly 
appointed members of this Commit- 
major problems 


tee, which studies 


affecting the construction industry 
and urban development, and presents 
the business viewpoint on national 
legislative issues to Congressional 


Committees and government. 





William Allen Smith, for the past 
five years with the commercial mort- 
staff of the Seattle office 
of Prudential, has 
joined Coast 
Mortgage & In- 
Com- 


loan 


gage 


vestment 
pany in Seattle as 
assistant vice-pres- 
ident in charge of 
commercial loans. 
Mr. Smith’s ap- 
pointment marks 
the expansion of 


William A. Smith 


Coast’s income 
loan activities which will include the 
Seattle to the Canadian 


area from 


border. 


J. Vincent O’Connor, whose caree! 
with the Society for Savings and the 
Society National Bank of Cleveland 
goes back a number of years in the 
mortgage department, has been 
named assistant cashier of these in- 
stitutions 


Hubert A. Pless, Jr., has been ad- 
vanced from vice president to execu- 
tive vice president of the First Trust 
Company in Chattanooga, Scott N. 
Brown, president, announced. William 
Dunstan and Thomas P. Sims, for- 
merly assistant vice presidents, were 
named vice presidents. William L. 
Frierson, II has joined the firm as 
assistant to the president. 


William E. West was elected an 
assistant title officer of Berks Title 
Insurance Company, Earle M. Frank- 
houser, executive vice president an- 
nounced. 


Construction on the big southwest 
development in Washington, D. C., 
the largest single re-development pro}- 
ect ever launched, began in April and 
is progressing on schedule. It will 
clear 600 slum acres in the national 
capital and substitute modern town 
houses, new highway approaches, ele- 
vator apartments, central parking and 
shopping and other improvements. 

MBA Past Presidents Guy T. O. 
Hollyday, Baltimore and Brown L. 
Whatley of Jacksonville and MBA 
Board Ferd Kramer of 
Chicago and James Rouse of Balti- 
more are serving as National Advisory 
Members and MBA General Counsel 
Samuel E. Neel and Miles L. Colean 
of Washington are on the Federal 
City Council. 


members 


Harold B. Starkey, Chairman, and 
John P. Starkey, President, of South- 
ern Mortgage Company, San Diego, 
association of R. N. 
Gould as 
president. 

Mr. Gould has 


active in 


announce the 
\ i ce 


been 
Western mortgage 
circles for many 
years and his past 
professional terri- 
tory has included 
all the Pacific 
Coast and West- 
ern States as well 
as Western Canada and Alaska. His 
former associations include mortgage 





R. N. Gould 








in F.H.A. 


30 years of experience °* 


AS ORIGINATORS AND SERVICERS OF 


MORTGAGE LOANS IN 
LOS ANGELES AND VICINITY 


We invite inquiries from those contemplating investment 
and Conventional 
viced in accordance with the investor's requirements. 


F.H.A. approved mortgagee 


RUSH C. HINSDALE CO. 


9011 Wilshire Bivd., Beverly Hills, California 


loans, selected and ser- 
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correspondents located in the San 
Francisco Bay area and the New York 
Life Insurance Company in the ca- 
pacity of Regional Mortgage Loan 
Manager. More recently Mr. Gould 
served as corporate officer of a Bev- 
Hills investment firm. 


erly mortgage 


The Philadelphia MBA, at its re- 
cent meeting, heard Charles J. Horn, 
ice president of the National State 
Bank of 


n mortgage 


and an instructor 
Rutgers Ex- 


tension University, speak on the pro- 


Newark 


lending at 


vocative title of ‘“The Mortgage 
Lender Appraises the Mortgage 
Banker” and out in Detroit MBA 


members heard Kenneth A. Thomp- 
son, Detroit Free Press business writer, 


discuss the business outlook 


Ernest J. Loebbecke is the newly- 
elected American 


litle 


president of the 
He is president ol 
litle 


Association 


* 


Insurance 
Trust 
pany, Los Angeles, 


and Com- 


America’s largest 
title company and 
Califor- 
trust 


Southern 
nia’s oldest 
company 

A certified pub- 
lic accountant, 


Loebbecke 


the organization 24 





joined 


Ernest J. Loebbecke 


vears ago, and served as its chief 
accountant, vice president, treasurer, 
and executive vice president before 
taking his present job 

Loebbecke attended San Francisco 
San 


rT 
Univer- 


public school, the University of 
Francisco and Southwestern 
sitv, Los Angeles, majoring in business 
administration. He was born in Chico, 


California. 


MBA General Counsel Samuel E. 
Neel, is chairman of the five-membe1 
Fairfax County, Virginia, Water Au- 
thority which just recently concluded 
a contract to buy the Annandale 
Water Company for $1,225,000, the 
move to establish a 


hirst step in a 


county-owned water institution. 


Wilbur K. Allen of 
& Hall Mortgage 


sirmingham, 


Cobbs, Allen 
Company, Inc 
aw arded 


was a presi- 


citation at the 62nd annual 


National 


dential 


meeting of the Association 


of Insurance Agents in New Orleans. 
Mr. Allen served as president of the 
Alabama Association of Insurance 
Agents in 1956-57 and took an active 
part in legislation. He was also ac- 
tive in past years in securing a sound 
agents qualification law in the state. 
He had previously received a cup 
the Alabama organization as 
“Insuror of the Year.” Mr. Allen’s 
citation this year was one of ten from 
more than 100,000 individual insur- 
ance agents in the country 


from 


John C. Opperman, formerly as- 
sistant regional supervisor for Massa- 
chusetts Mutual Life Insurance Com- 
named commercial 
loan East Bay Mort- 
gage Service, Inc. in Oakland. 


pany, has been 


manager for 


James W. Rouse, president ol 
Community Research and Develop- 
ment, Inc., and of James W. Rouse 
and Company, Inc. of Baltimore, has 
been elected president of the Ameri- 
can Council To Improve Our Neigh- 
borhoods, Inc. (ACTION One of 


the original incorporators of the 


Fight Blight Fund, Mr. Rouse was 
active in the development of “The 
Baltimore Plan.” Formerly, a mem- 


ber of the President’s Advisory Com- 
and Chairman of 
its sub-committee on Urban Rede- 
velopment, Rehabilitation and Con- 
servation, he was responsible for what 


mittee on Housing, 


is generally considered the most out- 
standing plan for overall urban re- 
newal completed for the nation’s cap- 
ital 


The Fourth National Construction 
Industry Conference is announced for 
Chicago December 10-11 at the Ho- 


tel Sherman. Sponsoring organiza- 


tions are American Institute of Ar- 
chitects, American Society of Civil 
Engineers, Armour Research Foun- 


dation of Illinois Institute of Tech- 


nology and the Associated General 
Contractors of America and Build- 
ing Research Institute. Among the 


speakers will be leading builders, en- 
gineers and architects over the coun- 
try. 


C. C. Cameron, president of the 
Cameron-Brown Company, Raleigh, 
N. C., was elected president of the 
North Carolina Association of Real- 


tors, 
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The Colean Forecast 


A sure sign that a year is ending 
and another is around the corner is 
the appearance of the predictions of 
Miles Colean concerning housing, fi- 
nancing, et al—and they’re always the 
first out. 

Next year will be home building’s 
biggest since 1955. 

That is the Colean forecast in 
House & Home. He expects nonfarm 
starts to reach 1,215,000 in 1959—up 
about 90,000 from this This 
would make 1959 one of the biggest 
years in home building history, about 
equal to 1954 and exceeded only in 
the peak years 1950 and 1955. Chief 
building’s bright 
outlook are the improved economic 


year. 


reasons for home 


Colean says: “Incomes will 
The recession will 
The 


but not reckless.” 


climate. 


be up. have run 


its course. probable mood: opti- 


mistic 


On mortgage money, he notes that 
assets of savings institutions are rising, 
so they should have a healthy supply 
of funds for conventional mortgages. 
FHA financing should 
275,000 single-family starts 


about 
55.000 
more than this year and almost 119.- 
000 more than in 1957. 


cove! 


“That forecast is based on the as- 
sumption that the government will be 
enough to do two things: | 
not lower current FHA interest rates, 
2) raise them if that’s what is needed 
to let home building compete with 
other Right FHA’s 


ceiling is barely high enough to meet 


wise 


borrowers. now 


non-housing competition for funds.” 





PERSONNEL 


AND BUSINESS NEEDS 


In answering advertisements in this column. 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 


111 West Washington Street, Chicago 2, Illinois 











EXPERIENCED APPRAISER 


Large Mid-West Life insurance company 
seeking an experienced investment prop- 
erty-residential appraiser with mortgage 
underwriting experience for Home Office 
assignment. Write giving complete business 
experience, education and scope of training 
to Box 522. 


WANTED: MORTGAGE EXECUTIVE 

Fast growing mortgage company in mid- 
dle west desires services of a qualified mort- 
gage man, ages 27 to 35, to act as No. 2 
man. Should be experienced with FHA and 
VA _ procedures, collections, warehousing 
and banking. Please forward photograph, 
résumé and salary requirements to Box 525 


Looking for 


MORTGAGE MONEY ? 


As the search for mortgage money intensifies, 
a growing number of astute mortgage bankers 


appreciate the value of title insurance. 


They know that a tightening market demands 
higher-quality mortgages. Title insurance is one 
of the ingredients that many secondary inves- 


tors look for . . . even insist upon. 


For a more desirable “product”; for faster, 
easier sales in this competitive era, why not 
make title insurance a firm policy. Join the 
mortgage bankers in 21 states and Canada who 
count on a nationally-accepted Minnesota Title 
policy to protect their investments. See your 
nearby Minnesota Title representative or write 


us at our Minneapolis office. 











Tice Jrsurance Company 
OF MINNESOTA 


400 Second Avenue South Mi polis 1, Mi t 
FEderal 8-8733 





Capital, Surplus and Reserves in Excess 
of $4,000,000. 


ARKANSAS FLORIDA GEORGIA KANSAS 
KENTUCKY LOUISIANA MINNESOTA MiISSISSIPPI 
MISSOURI MONTANA NEBRASKA NORTH CAROLINA 
NORTH DAKOTA OHIO SOUTH CAROLINA 
SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA 
WISCONSIN WYOMING CANADA 





How To Outfox 
Title Troubles 


(and speed up mortgage transfers) 


he delays and inconvenience of title tie-ups will never 
hound you when mortgaged property is protected 

by a Kansas City Title Insurance policy. With title 
insurance, mortgage transfers can be fast and profitable 
because your customer is assured guaranteed security 
against title losses due to prior title defects. Let us 

tell you more about this smart way to improve mortgage 
marketability. Call a Kansas City Title agent today. 


BRANCH OFFICES: 
Baltimore, Maryland; 210 North Calvert 
Street—Little Rock, Arkansas; 214 Louisiana 
Street—Nashville, Tennessee; S. W. Cor. 3rd 
& Union Streets. 
The Company is licensed in the follow- 
ing states: 
Aleboma, Arkansas, Colorado, Delaware, 
Florida, Georgia, indiana, Korses, Lovis- 
iene, Maryland, Mississippi, Missouri, Mon- 
tena, Nebraske, Nevada, No. Carolina, Ohio, 
Se. Carolina, Tennessee, Texes, Utoh, Vir- 
ginia, Wisconsin, Wyoming, and in the Dis- 
trict of Columbie and Territory of Alaska. 


Capital, Surplus and Reserves Exceed $5,000,000.00 


925 Walnut Street Kansas City 6, Missouri 
“Since 1861" . 








